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Kenedix Realty Investment Corporation Report for the First Fiscalf:rl;i%ﬂ
To Our Investors

Kenedix Realty Investent Corparation (or the “Investment Corporation™) was lisied on the Real Estate Investment
Trust Market of the Tokyo Stock Exchange on July 21, 2005. With the support of our investors, we have made an
excellent start toward greater guccess, and I would like to thank all stekeholders for their understanding and
encouragement.

In our first semianmual report, I am pleesed to report strong results fir our first fiscal period. Coinciding with our

public listing, the Investment Corporation acquired 29 properties for a total cost of ¥61,083 million on an acquisition
price basis, During the fiscal period under review, we purchased another two properties for a total cost of ¥8,049
million. In addition, the Investment Corporation undertook external debt financing to find the aforementioned
irrvestrnent asset acquisitions and ensured a high ratio of long-term fixed-rate debt for the purpose of reducing risk
associated with an increese in interest rafes. Accounting for the aforementioned factors, we reported opersting
revenues of ¥1,196 million, ardinary income of %243 million and net income of 242 miltion for the first fiscal period.
Cash distributions fir the fiscal period under review were ¥3,052 per unit.

Looking at its second fiscal period and beyond, the Investment Corporation in concert with Kenedix REIT
Menegernent, Inc. (or the “Asset Menagement Comperyy™) will continue to pursue steble growth from 2 medium- and
Jjong-term perspective, We offer cur sincere appreciation to all stakeholders for contimiing to share end support our
vision.

Tiscke Miyaii

Executive Director, Kenedix Realty Investmert Corporation
CEQO and President, Kenedix REIT Management, Inc.
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Investment Highlights

Cash Distributions for the First Fiscal Period (May 6, 2005 to October 31, 2005): ¥3,052 per unit

Notes:

1. The first fiscal pariod commenced on May 6, 2005 and ended on October 31, 2005, a period of 179 deys.

2. The Investment Corporation was listed on the Tokyo Stock Exchange on July 21, 2005. On August 1, 2005, the
Investment Corporation acquired an initial 29 properties. Thereafter, The Investment Corporation acquired one
property an September 21, 2005 and another property on Septernber 30, 2005,

3. The actual operating period commenced on August 1, 2005, the date of initial investment property acquisition
and ended on October 31, 2005, a period of 92 days.

Investment Highlights (Millions of yen except per unit dain)
Previous Foroonst for the Firgt | Results fiw the First Fiscal | Forecest for the Second Fiscel
Fiscal Period Period Period
Operating Reverues »on ¥1,196 ¥2,814
Operzating Income - ¥589 -
Ordinary Inoome: - w43 ¥1,035
Net Income ¥219 ¥242 ¥1,034
Distribution per Unit 2,759 w052 ¥13,000
Notes:

1.  The operating forecasts for the first fiscal period are based on certain pre~conditions and sesamptions valid es of July 21, 2005.

2 The opemting forecasts fir the second fiscel period aro based on certain pre-conditions and assumptions velid &s of Decomber
15, 2005. Actual results may differ significently from forecasts for a variety of factors inchadfing changes in real estate rextal
revenoes doe to tenant movements, changes in the Investment Corporation’s property portfalio, changes in interest retes and the
additional issns of new investment units. As a result, the Investment Corporation does not gusmntee fivecasts. Forooests we
#ls0 based on infrmation conteined i the Investment Carporation’s Financial Report (bexsar tareshin) for the firet fiscal period
(May 6, 2005 to October 31, 200%) publicly disclosed on December 15, 2005, (The Investment Corporation’s Financial Report
cen be found on its Web site, Please refir ko page: 52 of this report for the URL and other Web site information.)

Financial Results

First Fiscal Period
“Total Assets ¥77,325 millicn
Totel Unitholders® Equity ¥44,577 miltion
Unitholders' Equity to Total Agsetn . 57.6%
Unifhokders* Equity per Share of Common Stock ¥561,008
Q&A

Q. What charpcteristics define Kenedix Realty Investment Corporation?

A. Kenedix Reslty Investment Corporation is a diversified real estate investment trust that primarily invests in office
buildings, residential properties, retail properties and other real estate assets. In specific torms, the Investment
Corporation focuses on medium-sized office buildings located in the Tokyo Metropolitan area as well as residential
properties and urban-type retail properties in densely populated flourishing districts. Kenedix Realty Hovestment
Corporation has zppointed Kenedix RETT Management, Inc. as its Asset Management Compemry.



Q. What are the special festures of the Asse¢t Mansgement Compauy?

A. Kenedix REIT Management, Inc. is a wholly owned subsidiary of Kenedix, Inc,, a company listed an the First
Section of the Tokyo Stock Exchange and a pioneer in the real estate imvestment management industry. The Asset
Management Comperty receives the full support of its parent company inchuding persomnel and information
exchange.

Accordingly, the Asset Management Company boests specialized knowledge of real estate and finance markets. In
this manmes, Kenedix REIT Mansgement, Inc. leverages the experience and know-how of Kenedix, Inc. and its group
companies.

As mn independent asset management compexty, Kenedix REIT Management, Inc. strives to deliver a full range of
services based on investors' perspectives. Consistent with the philosophy of the Kenedix Group, the Asset
Management Camnpeny is comprised of indivichals committed to realizing this investor-oriented objective.

Guided by this common theme, the Asset Manegement Compeny is also characterized by its tearmwork end vitality.
mmmmmmmmmmmwwmcmm
uwwdmmmmmwamhmwm
contimes to develop a dynamic corporate cuthire and power.

Basic Policies

Q. What s “KENEDIX Selection™?

A “KENEDIX Selection™ is the nzme given to the Investment Corporation’s diversified investment portfihio, It refers
to & selection process that adopts a three-point investment ariteria based on propaty type, ares and size, and
mwmndymi:mdﬂa&bhhvmmmmreﬂmhmmmmdmkﬂ
trends, in its aim to ensure 8 timely response to each and every opportunity.

Imperative to “KENEDIX Selection™ is the ability to capitalize on market and property trends while at the same time

taking action in a timely fashion.

Q. What are the Investment Corporation’s three-point tnvestment criterta in more demii?

A. Each property is defined in terms of ity type, area and size. In evaluating an investment property, the [nvestment
Corporation will take frto consideration the individual characteristics of cach potential purchase and the impect on the
partfblio as a whole. ‘

In principle, the Investment Carporation maintains the following investnoent criteria and ratios:

-Type As a percentage of the entire investment partfblio, the Investment Corporation will fovest
mote than 50% in office buildings, more than 20% in residential properties and less than 30%
. in retadl and other properties.
-Area As a peventage of the entire imvestment portfolio, properties located in the Tokyo
Metropolitan area will exceed 70% with less than 30% located in other regianal areas. .
- Size The Investment Corporation will invest in office buildings and refail properties with an

acquisition price exceeding ¥1,000 million and in residential properties price with an
scquisition price exceeding ¥500 million. Investment in a single property will not exceed 30%
of the total investment partfolio after acquisition. .

Growth Potential

Q. What is the Investment Corporation’s property acquisition strategy?

A. The Investment Corporation leverages a Multi-Pipeline of real estate and market information gathered through the
original network of the Asset Mansgement Company and the support line of the Kenedix Group. The Asset




Management Company boasts experienced persorme! transferred from the Aoquisition Department of Kenedix, Inc.
with an extensive network comprising specialists in the finance, construction, property development, investment fiind,
mmmmm.mmmmmmmbwpmumﬂr
future external growth.

The Investment Corporation also receives information from its suppost line with the Kenedix Group relating to
mmmﬂmmmmweﬁammmwm
executed a Memorendum of Understanding with Kenedix, Inc. and Kenedix Advisors Co., Ltd. under which it
maintaing s preferential position regarding investment property acquisition.

Another distinguishing feature of the support line is the property warehousing finction. In utilizing this fimction, the
Investment Corperaticn maintains a flexible position in the acquisition of investment properties, minimizing the
incidence of lost opportunities.

_ Q. What steps does the Investment Corporation take with regard to property mansgement?

A. The Investment Corporation has appointed Kenedix Advisors Co., Ltd. &3 its sole property management compary.
This decision was made to ensure a single point of contact for afl matters relating to property management, to ensure 8

_ unified approach and procedure, and to enhsnce response times and the quality of service.

Furthermore, scale merits apply in connection with building management, property insurance and ofher management
activities, which collectively contribute to a lighter administrative burden and reduced costs.
mmmmmmmmmamdmmm
maintenance and renovation of existing properties with the aim of increasing rental rates and accupancy.
Examples of activities: '
- mmmmmmmmwm
and upgrade
- Ascertain tenants needs through tenant satisfaction surveys
- Enhance tenant commmumication (decorste entrance halls and common arees to refiect seasonal events such
as Christmas and the New Year, present greeting cards and flowers to new tenants)
- Strengthen leasing activities through close ties with leesing intermexiaries.

Finance Strategy
Qmwmmmmmmmmdwhnmmmmm

'Corporation’s debt financing policles?

A. The Investment Corporation fs conscious of mainteining a prudent financial strategy together with an appropriste
balance between total assets and interest-bearing debt. Currently, the ratio is set between 35 to 50%. From its
mumwmwmmmmmmmmmm
ummm&mmwmmwwwmoﬁnm
of investment properties, investment policies and the Asset Management Company’s personne] and management

Q. What messures docs the Investment Corporation have in place to manage the risk of future increases in
interest rates?
LhM&hWWmmmmmmeoﬁauﬂof
fiture incresses in interest rates for long-term debt. In addition, the Investment Corporation will consider procuring
Jong-term fixed-rate funds through the issuc of corporate bands.



Treads in Investment Unkt Prices

The Investment Corporation’s iTvestment unit certificates were first listed on the Tokyo Stock Exchange ca July 21,
2005. Trends in investment unit price and trading tumover from the date of public Hsting to the close of its first fiscal
period, October 31, 2005, are provided in the fllowing table.

Voluene (Unit}

Agoregeie Ml Veksm s of Coiber 3, 2003 20,000
*40.410mm 615,000
Hohast Trafing Frioa: w 518,000(Dapeiser 2, 2008}

Law Trading Prica: ¥ 573,500(Criober 18, 2005) 810,000

800,000
505,000 T,
se0,000 §
585,000 =
se0,000 5
75,000
570,000

20087824 200808 2005402 200508 2008822 20081011 200811052

Comaperison with tho Tokyo Stock Exchange REIT Index

108
108
104
2
100

™~
o - N
28 L’v“‘_\ 'v/ \
— // _/—-.._,_.\\ —_—

: TN v

2008/1120 200508 200583 200500 2005027 2008110014 2005410631
— Iwastment Link Prico — Tolyo Stock Exchangs REIT index

Notes:

L

mmm&mmmmwﬁmmdmmmmmamummm
Exchange. )
The issuo price 2 of the payment dete, July 20, 2005, for the additional issue of new investment units of the Investment

2
Corparetion end the Tokyo &&mmm;dmnanammmwn 100,
Trends in the Irvestment Corporation's fnvestment unit price end the Tokyo Stock Exchangs REIT Index ere relative o this
bese rate of 100.
Details of the Unitholders
No. of brvestient Percert of
Clawsification No, of Unitholders | Peroent of Unitholders
: Uttits Investrnont Units
Individuals 6784 950854 17,989 2664
Financiel Institution{includting secorifes cormpanies) 149 | 208% 38 862 41896%
Other Domestic Camparnies 172 241% 9,837 12.39%
Fareign Compenics and Edividunts 0 04Z% 1268 1557T%
Totl 7,135 100.00% 930 100.00%
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External Growth Support: -Provided by Kcnedlx, Inc. and Kenedix Advisors Co., Ltd. (Memorandum of
Undmdmg wrd: Keued.lx, lm:. and Kenedix Advisors Co, Ltd.)
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Kenedix; Iné. and Kensdix Advisors Co., Lt
L Pension Fund Esteblishment Results
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- Portfolio Composition

* Type
“Total of 29 initial properties (As of August 1, 2005) As of October 31,2005

+ - Area.
Total of 29 initial propefties (As of Aigust 1;,2005) -As of Octber 31,2005

I7%. A14%

As of October 31;2005.

‘[Tl Acquisivon Price -~~~ | 69,132 millidnyen | Weighted-Average PotfolioAge. _ | 1i.4years.

Total Nunibier 6f Properties | 31 properties: Ocaupancy Ratio, - |'966%

Ponfolio ML 650% Tokat Lessable Flodr Space s120887 |




Portfolio Development Policy
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‘Property Portfolio:
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Structure of the Asset’ Mmguneut Company.
Narbe: Kemdxx REIT Managemem, Inc.

-Copital: ¥200 miillion_

History: ] o

.KW:REIT Managerient established.
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1. Trends in Operating Conditions
Period Fint Fisced Period (As of Ociober 31, 2005)
| Opersting Rovernes Miltion of Yin 1,196
{Rentnl Revenues) Millions of Yen 1,196
Opatting Expenses Millions of Yen 606
(Property-rolated expenscs) Miltions of Yen 518
Operating Froume Millions of Yen 589
Qudinery Inoome Millions of Yo 243
Net Income ™ Millioms of Yen 22
Total Asset Valoe _® Millicen of Yen 77325
Trtercat- Bearing Debt © Millicns of Yen 29,000
NetAsset Vihuo () Miltioes of Yen 450
Ukitholdery’ cnpital Milliors of Yen 44,285
Nummber of imvestrment unity issued end cutstarnding © PerUnit T30
Net Azset Ve per Unit (O] Yen 561 008
| Towd Distribation ) ()] Millices of Yen 242
Distribation per unit [ 0] Yen 3052
(Distribution of exmmings perunit) ' Yen ps2
(Distribution in exen of eenings per unit) Yen -
RetrnonArets (Anmtired) (Now 1,2) % 03 (13)
| Retom on Unitholders” Cepital {Avrwalived) _(Now2, 3) % 0s (2)
Unitholdens? Equity Ratio . @) % 575
Interem-Bewring Debe Ratin )/ ®) % 375
Payout Ratio (Noto 4) (0 % 99
| [Other Refivence] _
Nhnber of properties Properties 1
Toral Leasabio Eloor Space of _ B129867
Ocoupency Retio % 966
Cupiital Bxpencitures : - - Millions of Yen 47
Lensing NOK (Net Operating Incoens) Qo 5) Millions of Yen 945
FFO (Punch frorm Operation) Qo 6} Million of Yen 510
FFO per utit ot 7) Y 6430
Notes:

1. Return on sssety = (ordinary inoomovintal awet vatue) x 100 . :
Tiotal asset value refiects the aversge of the valus on August 1, 2005, which wes the first actual dey of operations of the first fiscal period, and
the vekm on the choging dey of the fiscet period,

2 Ansustized vahues aro caloubaied hesed upon & perind of 92 days, the actn] resviber of tusiness days in S first fiscal period {Axgust 1, 2005
10 October 31, 2005).

3. Returm on uzritholders” cxpital = (net incomeAmitholdess” capitl) x 100
Unitholdews’ capitsl reflects the svernge of the vatue on Angust 1, 200%, which wes the first actual day of operstions of the first flscel period,
ard tho vatus on e dinting dey of the fiscel period. .

4, Payout ratio i routded off to the first decima! plsoe.

S.MM-Mthﬂﬂmmﬁmmmm+mm for the

period
6, FFO = net income + deprreciztion expenses fhr the period
7. FFO per unit = FRViota] number of investment units issued (figures below ¥1 munded off)



2.0Operating Conditions for the Fiscal Period under Review

(1) The Investment Corporation
Kenedix REIT Manegement, Inc., as a foxmder, filed for the esteblishment of Kenedix Realty hvestment
Carporation (“the Investrnert Corporation™) under the Ivestment Trust and Investment Corporation Law (“the
Investment Trust Law”). The Investment Corparation was established on Mey 6, 2005, with total capitatization of
¥200 million (400 units), and registered with the Kanto Local Finanoe Buresu (Registration No. 36) on June 6, 2005,
pursumnt to Article 187 of the Investment Trust Law. Thereafier, the Investment Corporation undertook 8 public
offixing of additional investment units (75,000 units) on July 20, 2005, and was listed on the Real Estate Investment
Trust Section of the Tokyo Stock Exchange (Securities Code: 8972) the following day. Op Avgust 16, 2005, the
Investment Corparation undertook s additional issue of new investment units (3,970 wnits) by way of third-pety
allocation. As of October 31, 2005, the mumber of investment units issued and cutstanding totaled 79,370 units.

By striving to secure stable eamings and sustainable iivestment asset growth, the Investment Corporation aims for
maxitmm cesh distributions to investors. To this end, the vestment Carparation adopts 8 dynamic and flexible
investment stence that accurately reflects its environment and market trends, and endeavors to ensure & timely
respanse to each and every opportunity. The Investment Corporation endeavors to develop a diversified investment
portfolio named “KENEDIX Sefection,” adopting three-point investment criteria based on property type, area and

(2) Investment Environment and Managemeut Performance
a. Investment environment '

In the fiscal period under review, the Japanese economyy appeared to have bottomed out and then set on a path of
modetate recovery buoyed by improvements in corporste earnings, an incresse in capital expenditures and a soft
turnsround in personal consumption. :
According to a land and property price survey canducted by prefiectural and local governments as of July 1, 2005,
conditions in the real estate market appeared to have shifted, While average land prices across the pation continue to
decline, the scope of deterioration for both residential and retsil properties has narrowed. With overall land prices in
Tokyo's 23 wards increasing for the first time in 15 years, indications are that the decline in property prices has
essentially reached its limit. Signs of appreciation are also sppearing in areas adjoining Tokyo. Furthermare, certain
sections of Osska and Nagoys are experiencing stable or rising prices.

b. Mansgement performance
Further to its “Prospectus Concerning the Primary and Secondary Offering of New Investment Units,” dated Junc
2005, the Investment Corporation acquired trust beneficiary interests in 29 properties identified as propetics
anticipeted to be acquired (“the initia) properties acquired™) for a total acquisition price of #61,083 miltion oo August
1, 2005 (the actual initial date of asset management). Thereafier, the Investment Corporation acquired en additional
two propertics (total acquisition price of ¥8,049 million), bringing the total poetfolio to 31 properties (totaling ¥69,132
million on an acquisition price basis) as of October 31, 2005. From these figures, the breakdown of the Investment
Corporation’s property portfolio is 54.6% in office buildings, 27.5% in residential properties and 17.9% in retail
mwhﬁmmmmmmwmmmmm
management. The occupency retio was 96.6% es of October 31, 2005,

The Investment Corparation has appointed Kenedix Advisars Co., Lid. (Please refer to pege 50 for details) as the
Mmmhhmmmmmﬂﬁhnammofmﬁxaﬂ
procedures along with ensuring swift and quality service to existing and potential tonants.

(3) Funds Frocurement
On July 20, 2005, the Investment Corporation procured ¥41,868 million through a public offering of new investment



masmmymml.m,umvmcmmmmmm'mﬁngm.m
million procured fram a number of qualified institutional investors to acquire the initial properties acquired. The
aforementioned delt financing was provided on sn unsecuredtmguaranteed basis, 8 measure of the high standing in
which the Investment Corparation's investment policy and propesty portfblic as well as its Asset Management
Company's personne) and management are held among qualified institutional investors. Thereefier, the Investment
Corporation procured ¥2,216 million following the issue of new investment units (3,970 units) by way of third-party
allotmen on August 16, 2005. With the aim of acquiring additional fnvestment properties, the Investment Corporation
procured a firther ¥6,000 million in debt financing. As a resukt, the balance of debt financing as of October 31, 2005
sinod at ¥29,000 million, comprised of ¥19,000 million in long-term debt and ¥10,000 miliion in shark-term debx.
Conscious of the risks associated with an increase in interest rates, the Investment Corporation has utifized interest rate
swaps end other financial instruments ir connection with its long-term debt totaling ¥19,000 million, with the aim of
cffectively fixing its interest obligation.

(4) Opersting Results and Cash Distributions

As a result of the aforementioned management performance, the Investment Corporation reported operating
revenues of ¥1,196 million for its first fiscal period. Operating income was ¥589 million, ordinary income ¥243
million and net income ¥242 million.

In accordance with Article 67.15 of the Specia! Taxation Measures Law, the Investment Corporation distributes the
totel amount of its unappropriated retairied eamings for each period. Cash distributions for the first fiscal period wore
¥3,052 per umit.

3. Movements in Investment Units Issued and Outstanding
Movements in unitholders® upmmumhdmmmmmmmmeﬁmﬁm
period are summarized in the following table.

_ Investment Units Issued and Unitholders® Capital
Settiernent Date Particutars Outstanding (Units) {(Millions of Yen) Remowks
Incresse (Decrease) | Balance | Increase (Decease) Balmoe
| May 6, 2005 Private placement 400 400 200 200 (Not= 1)
Tuly 20, 2005 Public offering 75,000 75400 41,868 42,068 (Note2) |
Argr16,2005 | Tope 3970 7937 2216 44285 | QNoo3)

Notrs:

1. The Investment Corparation was esteblished with en issue price of 500,000 per unit.

2 The Investment Corportion undertnok an additional issue of new investment units (public offiring) with the sim of procuring
finds fir the acquisitin of investment propesties. The fssue price was ¥580,000 per unit with an underwritten price of
558,250 per unit.

3. The Investment Corporation undertook an addifions! issue of new investment units by way of third-party ellotment with the
aim of procuring fimds fir the acquisition of investment propesties, The issoe price was ¥558,250 por unit

Trends of investment certificate price on the Tokyo Stock Exchange
High and low trading prices for the Investment Corporation's ivestment units during the first fiscal period as traded
on the REIT market of the Tokyo Stock Exchange were &9 follows:

Pexicd ‘First Fiscal Period
End of Fiscal Period October 2005
High Price ¥618,000
Low Price ¥573,000




4. Distribution Performance

Distribution in the first fiscal period was ¥3,052 per unit. The Investmert Corporation applies the special exenmption
on corporate taxes (Article 67.15 of the Special Texation Measures Law) allowing investment carporations to dedhict
the amount of distributed eamings from corporate income taxes as expensey, Accardingly, the Investment Corporation
distributes nearly 10094 of period-end disposnhle eamnings.

Fiscal Period First Fiscal Period

Durstion of Period May 6, 2005 to October 31, 2005
Period: i Disposable Eanings __¥242.251,000
Retained Eamings ¥14,000
Cash Distributions ¥242 237,000
(Distribution per unit)
Eamings Distributed ¥242,237,000
Eamings distributed per unit (3,052
(Paymens for capital participations) -
(Payments for capital participations) { — )

5. Future Management Policies and Pending Issues

(1) Investment Environment -
Based on expectations of improved corporate eamings, £n increase in capital expenditures and a sicady recovery in
personal consumption, fiture conditions eugur well for a period of prolonged growth. However, positive
expectations are ternpered by a variety of factors including uncertainty surrounding the price of crude ail and trends
in overseas economies, as well as forecasts for a moderate rise in consumer prices.
Agninst this economic backdrop, land prices, which experienced signs of bottoming out, and price hikes in certain
districts in fiscal 2005 are anticipated to contime their upward trend, Competition for the acquisition of properties
from a variety of sources including real estate fimds is expected to intensify, particularly in the Tokyo Metropalitan
area and other regional arees enjoying population growth. Despite a negative impact attritnted to propesty
acquisition competition, the real estate market is forecast to benefit from robust activity.

(2) Management Policies and Pending Issues

2. Existing property management strategy
In principle, the Investment Corporation has sppointed Kenedix Advisors Co., Ltd, as the property management
compeny for its entire portfolio. Furthennore, the Asset Management Company shall undertake the following
activities in an effort to maintain and increese leasing mtes and occupancy mtios of existing properties:
Enlmnecanpﬁﬂwdmﬂgahmgheﬁeﬁvemofmmdmﬁmmmofmm
conuncn-use areas such as entrances
Introduce taxumt satisfiction surveys in an effort to accurately gresp temamt needs
Strengthen communication channels with tenants through periodic commmunication of relevant information

b. New property investrment stretegy
Under the operating environment ideritified, the Investment Corporation will continue to position mid-sized office
buildings located in the ‘Tokyo Metropolitan area s the comerstone of its investment policy. At the same time, the
Investment Corporation will emphasize residential properties found in densely populated areas with a high mumber
of houscholds and retail properties in central urban commercial districts, To facilitate the implementation of the
afbrementioned investment policy, the Investment Corporation will leverage the “Multi-Pipeline” provided by the
Kenedix Group. In addition to the original network of the Assct Management Compeny, the Kenedix Group
comprises Kenedix, Inc., Kenedix Advisars Co., Ltl. and other related companies.
Through this support line, the Asset Management Company is positioned to secure real estate information related to



properties, for which the Kenedix Group acts as intermediary, as well as pensicn fimds, private placernent fimds
and development propertics. Based on this infirmation end depanding on its source, the Investment Corporation
via the Asset Management Compary is able to consider acquisition either on a priority besis or at the same time as
ell other third perties. Against the backdrop of a competitive markst, the role of this support line is increesingly
significant in the Asset Management Company's acquisition of quality properties.

Another key role of the support line is to facilitate property acquisifion through the warehousing fimetion. Under
the warchousing fimction, members of the Kenedix Group may acquire or temporarily bold an investment property
sourced from the original network of the Asset Mansgement Company on those occasions when the Investment
Corporation is not itself in the immedizte positicn to acquire the property, or for timing reasons the property fils to
completely comply with the Investment Corparation®s investment criteria. In the case of the warchousing fimction,
the Investment Corporation maintains “first priority” amangements to acquire the property once initial obstacles
have been cleared.

(3) Financia] Strategy ‘
The Investment Corporation will continue to fix interest rates on its long-term debt as a hedge against rising interest
rates. In an effort to offset refinancing risks, the Investment Corporation will 2lso ensure a prodent spread of debt
repayment maturities and maintatn its interest-bearing liabilities ratio within predetermined parameters.
Going forward, the Investment Corporation will expend its long-term fixed inferest debt financing options 10
inchxde the issue of corporate bonds. In preparation for future issue, the Investment Corporation will consider
acquiring external credit ratings,

(#) Information Disclosure
Consistent with its basic information disclosure policy, the Investment Corporation proactively engages.in IR
activities with the aim of promptly providing a wide range of relevant information to investors and stakeholders. In
specific terms, the Investment Corporation provides information through the Tinely Disclosure Network (TDnet),.
Mhamww&mMMmmmﬂmmxﬂMMﬂsWebmek

6. Important Subsequent Events
There were 0o important everts following account settiement of the first fiscal period.
(Reference) Sumymsry of ssets for which purchase agreements have been excarted
(2) The Investment Corporation acquired a propesty on November 1, 2005. Details of the acquired property as of

the date of acquisition are as follows:
Propesty Name Belles Modea Building (Office Building)
Type of Specified Azt Trust beneficiary inserest in real estete
Location (Address) 3-34 Kajirmachi, Chiyoda-ku, Tokyo
Umgs Office; Retail Shops .
Typo of Structre Flat-ronfixd, sieel reinfivced concrete stracture;, two undenground and nine sbove-ground floors
Sin Area Land 61217 of
Buikling 53381 of
Land Proprictary Ownership
DFSONEED | oiiting | Proictay Owoemabip
Completion Deto Mny 17,1994
Comstraction Company SHIMIZU CORPORATION




Probebie Maxirmrm Lows 454% (SOMPO JAPAN RISK MANAGEMENT, INC.)
Accuisition Price ¥5,950,000,000

(b)'rhclnvmunCupa'atimmqun'adapupmymeanbu&m Detgzils of the acquired property as of the

date of acquisition are as follows:

Property Nene Veuus Hibarignokn (Residential Property)

Type of Spocified At Trust bemeficiry interest in real estato

Locetion (Addreas) 1)2:24-1 Atsubrets Mirs—rsi Atsubetsai-kn, Sepporo, Holdaido
2)2-25-1 Atsubeten Minerni Atsubetsu-kn, Sepporn, Hokdorido
) 2-26-1 Atscbetsu Minami Atsuhetiu-kn, Sapparo, Hoklaido

Usage Residential complex.

Property Type Family typo

Type of Structore 1) Fist-focexd relecfhosd concrets structure; six shove-groutd fioon

2) Flm-ruofisd reinftwced concrete structurg; five above-ground foors
3) Ras-roofixd reinfiamed concrete stracture, s shove-ground floors

Land 859500 of
Sitn Ares
Brikding 1497625 of
Land Propriery owneraliip
Type of Ownership -
Burikfing Proprietary ownership
Completion Deto March 13, 1529
Cumstruction Company SHIMIZU CORPORATION
Probeble Mmxmum Loss 6489 (SOMPO JAPAN RISK MANAGEMENT, INC.)
Aotuisition Price ¥1,300,000,000

(cMWWWmeMQ.M,DW&Mm later than

May 20, 2006. Details of the property scheduled fior acquisition as of the date of the agreement are as follows:
Propesty Name: Coilection Hignshi-Salora (Tontative Name) (Residential Property)
Type of Specified Asset Trust beneficizry infevest in real estats
Locstion (Address) 1-5-2 Higashizalrs, Figashi-Jos, Nagoyn, Aicki
Urgn Residential complex, Retzil Shops
Preperty Type Compact type
Typo of Structoe Steel Reirdinned Concrete; fourteen shove ground floors

Land 46252 of
Site Aren
Bullding 328454 of
Typo el Omnarkip Lend Rvniﬂlvomldm
Buikding Proprictary owncrskip
Scheduled Completion Dete March 20, 2006
Canstruction Company Sain Kogyo Co, Ltd
Confirmetion of  Coostruction | Decomber 10, 2004; 2004 Confirmestion service mumber S423-1491
{Brrikding)
Probeble Maxiowm Los 1220% (SOMPO JAPAN RISK MANAGEMENT, INC.) (Nots 5)
Acquisition Price ¥1,264,000,000




‘1. Total Capitalization B
AsoanobaZil 2(1]5
2,000,000 mits
79370 imirs
il . _ 3

No'of.

{' 18-11, Hanan, Ghuo-ko, Tokyo 10455 1322
s slo-lgnmr@,mmhx,mk,u 5678 215
229, Shinbashi; Mirato-Ki, Tokyo" 3970 500-
:2-11:3; Hiiisiasiucho, M ki, Tokyo 2705 3a0;

2249 283

1,485 187

M710 43m

Exec&n : DxmcmrmdSupdvisormecmsofﬁwInvesmmCorpomnmasodenberSI ‘2005 were as follows,
. Concurreat Offict

3 Execuﬁve Dm::mr and Supervisory Dimctors
|




Noex .

The Exocutive Director hokds 20 units in the Investment Corpotetion personally as of October 31, 2005. )

2 " In addition %o doteils provided in the tbie shove, Supeyvisary Direciors mey hold directneships in other companies. All companics in which
Supervisary Directons hold a concurent position do not constitle interested parties io rekstion 1 the Frvestment Corpomtion.

3 Tisuke Miysjirns has cbtained spproval fom the Commissioner of the Finance Services Agency 1 hold concurrent pesitionn with s and the
Amet Maragesners Cornpany parsumnt to Article 13 of the Investment Trust Lan, as of Azril 18, 2008,

—

4 Support-ine Companies, Asset Custodian and General Operstions Agents

Role Name
Asset Manngement Corepeny Kenedix REIT Mansgement, Inc.
Asset Custodian Minuho Trust & Banking Co., Lid
Opereting Ageat (Trasfer Agent) The Chuo Mitsui Trust & Banking Co., Ltd.
Opersting Agert (Administrative Agent) Mizuho Trust & Benking Co., Ltd.
Operating Agent (Administrative Agent for Directors” Meeting) | Kenedix RETT Management, Inc.
Portfollo Profile
1. Composition of Portfblio Assets
First Fiscal Period
. . {As of October 31, 2005)
E"ﬁ' el | e Area “Total Amoura Held | Percentage of Total
(Millions of Yen) Portfolio
Not= 1) 06 (Note 2)
“Tokyo Metropolitan Area 31,237 404
8 Other Regional Areas . 7207 93
Totn! for Office Buildings 33444 9.7
Trust Beneficiary _
Iterest in Real Residertial Properties. |- oS ropolim Arca 18332 214
Eaato Other Regional Arens 899 12
Total fiw Residentia] Properties 19,732 255
Retail Propertics | Takyo Metropolitan Area 12,734 165
Totat fix Retil Propertics . - 12,734 165
Total of Trust Beneficiary Interests in Reel Estate ' 70911 91.7
Other Assets 6413 33
Total Assets : 71325 1000

(Nots) “Totnl Amount Held™ is the amount allncted in the balance sheets t the end of the period (figures sre on a net book value
besiy after doducting depreciation).




2. Major Asset Holdings
The top 10 properties on a book vahue basis held by the Investment Corparation as of October 31, 2005 were s

foliows:
Toul Percent of
Book Velue | Total Leasshle Lezsed Occupency | Leasing
Nn.l ) Property Name (Milionsof | Floor Space Flooe Ratio Operstion Type of Property
Yen) () 5 Revenues
Spece (') %
C-1 Jinnan-znics Frame 10,160 4,670.87 467087 100.0 139 | Retnil Property
A-1 Nihonbashi 313 Building 6,025 5.901.12 5901.12 100.0 10.1 | Office Building
A-12 | Portus Center Building 5,744 11,52047 | 11,52047 100.0 6.1 | Office Building
A2 Sogo Hirskewacho - 5260 4,440.06 4,440.06 100.0 7.5 | Office Building
Building :
A-3 Higeshi-Kaysbacho 4,527 332504 381727 865 7.1 | Office Building
Yimaku Building
A4 Noir Hatchobaori 3,72 361732 3,09628 9.1 5.0 | Office Building
B-1 Storia Sirokmnc 3242 1,18930 3,440.13 95.1 4.5 | Residential Property
C2 | Yoyogi M Building 257 439137 1,035.60 87.1 0.8 | Retail Property
A-5 K&Y Buikiing 2,561 4,391.37 4,183.98 953 4.0 | Office Building
(Southermn Plaza)
B-2 Tre di Casa Minami Ao 2521 1,680.79 L60Z2.49 933 23 | Residential Property
yama
Total 45339 45,14951 43,708 27 96.8 613




3. Investment Portfblio _
Rea! estate inchuding trust beneficiary interests in real estate held by the Investinont Corporation as of October 31,

2005 was gs follows.
, Appaissl Bock
g Location ToofSpeciiel | LessdoFlox | Vebom ek
e | P - At Soncr ofts Bh Period | (Wi of
g No Propey (N} Yim)
) (vilicms of Yix)
Al 3135 Naxubeks, Choodas, Tt beneficiary
Nrdwbi
313 Buiking oot o el emace SS0LI2 5960 s
A2 Scgo  Hinkawecho | 1412 Hirskawarho, Tros benefciwy
. - 444006 5210 5260
A3 Higmbi-Kaysbacko Yaku | 1-17-23 Qirkewe, Chxvim, “Toust bermficiary
S 441317 4600 a5z
At . 1-17-23 Shickawe, Chuc-km, “Tront beexchiciary '
i ‘Nair Haschobord ) oot i ol et 22804 2680 am
AS KAYBuiding (Southar. | 3-30-4 Honcho, Nekano-dm, Traxbeoeficiry
et i real catte 4337 250 2561
Al . 3-38-12 Sexagmyn, “Trok beoeficiary
E Haajoks I Building o o real cotte 306836 2,500 250
AT . 5133 Minami Acyeros, Tros buseficiary
E FIK Minmrs Acyecs . 182364 2450 2314
At 358 Kmde-Kaicdn, Too beneficiary
_ Karvhs Kibus Buikiing Chiyodin N L4555 1950 1559
A% ] K Bieg 1-1-12 Shighd Shicgdea-, m_k i 2,108.18 1550 1545
Tekyo interast in real sutnin
A0 | Kosblgws  Yhibide | 1-21-i4 Koisblkow, Troee bencBiciary
Builfing BukyolnTkyo | josocestin real catars L8 s i
A2 445-1 Enaginoncho, Sk, “Trost bexcbiciary
i E Prrkn Octer Prikling Ot vt el catn 1152047 5570 s34
- Atl HokseFrimas D2 | 2463 Hakata £l Higmbi, - Thost beneficiary
Buildog Hakatorky Prookon Priocks | ioserest i reol estatn A6 halad el
Toeal of 12 Offico Bulkings 4321977 RIE 38444 |
B Swria Sirckowo 434 Shimguehl, Mool ,m""’ﬁ".- 3N 3250 we
M jnterest in rosl catate
B2 Tre & Clu Micmesi 3-4-8 Mirmmi Acyerme, Thost bereiciary
o i roal owa LEK0TD 2460 28521
B3 41525 Shimo-Ochiai, ‘Tromt berchiciary
Court Mo erest i coal outate 204679 l.@ 1,301
B4 3-1-19 Motoszale, Moo, Trrne benefciary
.E Apstnenty Metoarsins : i et cutatt 1a50.74 1210 1251
B Apartments. 4 Yochomechi, Shinjkuk, Tr benoficiary ‘
E Wikt Kawada T irserent in roed eetuin  1anAs 1150 120
BS Coxt 331 Nibcashs Habrarakiches, Trt bencficiary
i Nxbabi-Hekonki Cades, Tikyo ioteron i roal cmree 1018 Lo L1
BT 40-14 Denenchols Honch, “Trum berscliciary
Side Dermnchods S 2394 1090 1,186
B4 S-coutt Yokrbaon-Karai | 3-5-9 Bancicio, Nakakn, -'nuhdily - o7
| Yokohams, Kawgews inkrest in real cetate
s | 4-8-10 Motk Ty, .'nmhn&hy Lo - o
Moemkoe Tokyo intrrest in real eetatn
B | . 53016 Tk, Sctgryerian, mw 143436 o o
Tryo interost in roul ewtats




Bl $-35-7 Bogores, Shxpyerkn, . 'nutnh-y - - s
Tdyo . intertat in roal estats
B12 1717 Kin-Karsszymrs, . 'nuhlﬁiy 1&2106 ™ @
ScogwelnThyo ¢ inderes i real ety
B13 Hearan Hicim X Tros becwiiciwry
Oleuchirrmchi i Ty igpeyest in roal cetato L7 it e
B-14 . 5407 Shinkunds, Mirmierhai, ‘That banaficiery
Gt Tokyo interwst i yeal oataeo 520 = ™
BS Hi14 S
‘Nixxtwbi-Kakigaracho, >
Coaat Suitengn i rem] catatn focclc) 854 4
O, Thiyo
BHS 1-520-1 Hara, Taopaarir, st beneficiary
i E Y Nagove, Aichi intwrnt in rou! catate “1 -
E B17 . 41601 I-Ei-i.m . hh&-y L0168 o 0
Nagoye, Aichi icacrest in Toa] cetaty :
Tortal of 17 zesidentiol - 1873 12113 w=
cl 1-13-2 oo, Shibxyekn, Trom bencficiary :
E g g! ’ Togo irteveat in rosd cstate 1080 1160
c2 . 1:38:5 Yoyey, Shbuyvedn, Tros benefciary
g i Yoyogi M Buikling o reed cwate 118530 248 257%
Thesl of 2 Retall Propertics 536017 1380 12,74
Tl __Eses) 6 n91
Leasing details for each property within the Investment Corporation's investment portfolio for the first fiscal period are &s
follows.
First Fiscal Period (May 6, 2003 0 Ociober 31, 2005)
:i Noof Tomtsmolts | OcopmoyRaioofte | TeolofRmtlRewrom | Ratioofts Thel Rensd
Ama | PPV Property Name PondEnd(Now7) | PoicdEad(NowZ)(X) | dxinghoPeicd(Now?) | Rovemes(Nows2)(%)
E o (MBios of Ym)
E Al Nixochashi 313 Bufiding 7 1000 120 101
A2 | SogoHinkauacho 21 1000 n 71
Bulidey
A v ’ 5 (1] [ 7} 71
§ e
A Nale Hachobori -] 9l » 50
AS KAY Bullding (Southem 2 953 - ©
AS _Hargjuin PP, Bulkdfing 3 1000 B 45
A7 | FIXMowrei Acyera s 1000 o 15 |
AS Kacds Kibara Buikling 9 1000 » 30 |
AY | NNKBulfeg 1 1000 % 30
ArlO Kaishiewa Vouhide s 100 " 16
Boldig
i E Al | Poram Conter Boikding » 100 n ]
g All | HkeoBlives  De2 - o o .
Total of 12 Officw Buiklicgs 14 %9 ns 50
.?- Bl Suxia Sirchomn A3 95.1 3 45
g E i B2 Too & Cota Mirmmd
13 933 n 23
Acvers
B3 Couort Ml 19 1000 B 19




B4 Apwtzonts Mctowabn a0 942 13 13
BS
Apaments n 978 18 15
WikamstnrKawadn
BS Comt
2 910 19 15
Nwxbwabl-} ialcroslc
B-7 Sidle Denerscholl kv 1000 19 L7
B S-ooort Yokohare-Farnal
L1 o7 19 L7
I
BS Couxt Motowmkos £ 1000 14 12
B-10 Secwin Todowoldd -] [ 17] 12 10
B-11 Hloom Omoessxio 3 (73] n 10
B-12 Clair Ot Relalomen 22 1000 13 13
B-13 Hexxan Heien
.., ] 100 14 12
Cloachirrmchi )
B-14 Crawt Shirkwahi 2 1000 L. 13 1.1
B15_ | ComSulmgs ) 2] 1 10
ﬁ B16 | Atveamiies 3 913 i 09
E B-17
i Abroas Hicgbwri 2 %9 10 o8
Tinal of 17 Rosidentiol 438 9.7 4 263
E C1 Jioowereakcn Frame 11 1000 165 139
i C2
E Yovogi M Bulding 9 1 9 o8
i- Totsl of 2 Retaid Propertios b 974 1% u7
Tersl 655 . 965 L1 100.0

Noex:

1. Appraisel values 29 of the period-end aro based on sppraisel methods outlined i the Investment Corporetion's Articles of Incorporation end standerds
formmiated by the Ivestment Trusts Association, Japen. Appraisel values ere adopted fiom sopoets prepand by the Jopen Real Estre stier, Tanizewe
Sogo Appaisal Co, L, Deiwa Reel Bstzie Apprzise) Co., L arxd res] estate apgrainers of Nippon Tochi Trtemono Limited.

2 ‘Tt pimber of tenants refirs to the mumber of end-éermnty for ench groperty. Subtotal and tota} figires have bomn adiusied for duplicetion in tho caxs of
muttiple buildings in a sigle property. -

4, Contract Amounts and Market Values of Specific Transactions
Contract amounts and market values of specific transactions entered into by the Investment Corporation as of October 31,
2005 were as follows. ’

Contract Amounts _(Millices of Yen)
. Mkt Values (Millions
Claszification Contract Type (Note 1) More than One Year
Note 1) of Yen)(Note: 2)
Non-market Histerest rate swap agrooments
transactions Floating rate of intrrest received * Foaxd rate of
. ' 22,500 22,500 108
Totad 22 500 22 500 108

Notes:
1. Contract anomts for imferest rate swip sgreements are based upon assumed principel.
2. Whnmdm]ﬂdbmdmﬂﬂmhhﬂ&mwmmmwmm



5. Other Assets

mwwmmmmWmem-mmm*a
Investment Partfolio.” As of October 31, 2005, the Investment Corporation has not invested in specified assets other

than those identified in the table.

Capital Expenditure

1. Plarmed capital expenditres

Major capital expenditure plans for maintenance and renovation of properties in which the Investment Corporation
holds a trust heneficiary interest for the second fiscal period (November 1, 2005 to April 30, 2006) are as follows.

Plamed Amount of Capital Expenditure -
(Milbions of Yen)
Property Name Puid in the
(Location) Puzpose Scheche T | FECEPorid Total Amose
Under
Review Peid
Nihonbashi 313 Buikding hdmduulah-cmdmmingnndodr.r 200540
(Cuokn  Tokyo) Tepeains and improvensnt work, 2006 29 - -
renovation of cornmon arcas Apr
Hzknta-Fkimas Dai-2 Building Jollt md other repairs and
(Pulaaoka, Fuldanka) mrovemant work, renovetion of As shove 37 - -
COpIIman Kreas
Yoyogi M Building Extemal peinting, waterprocfing and
| (Shibuya-ia, Tokyo) other work, renovation eand As ghove 28 - -
matmienence: of common areas
Jinman-zalos Frome Enfrance renewal, renovation of As bove 2% _ _
(Shibxrya-ku, Tokyo) common areas
Sogo Hiralorwacho Buikding Extermned maintersnce and coil
(Chiyoda-io, Tokyo) replacement, renovation of comman As above 18 - -
areas -
Side Denenchofiy Entrance renewal rencvation of
(Ota-ia3, Tkyo) COmmaOn Bress Asdbove 18 - -
Higashi-Knayabacho Yimsla: Renewal of interior facilities,
Building rexowation of common areas As shove 17 - -
{Cro-ku, Tokyo

2. Capital Expenditirres During the Fiscel Period Under Review
mmmmummmmummmmmm

review, the Investment Corporation completed work actoss ifs entire portfolio totaling ¥68 million. This total
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Propaty Name (Location) Putpose Amount of Cepital
Expenditures (Millions of
Yen)
Sogp Hirelaremcho Trstallation of ssaurity
Buiking cameres, repeirs to mailbaxes, | Septernber 2005 to October 9
(Chiyoda Ward, Tokyo) installation of hot-water 2005
self-cleming toflets
Halknta-Fkimae Dei-2 Repairs and meintenance to
Buikding (Pukuoka, Fulawiks) | common erees on standard Septamber 2005 to October 4
floars, installation of waiting 2005
ooms -
KLY Building Repeirs and mairdensnoe to
(Southem Plxon) exclusive ancas, installafion of Sqlnnbuxmﬂmba 5
(Nalkono Werd, Tokyo) tenant direciory st entrance
Others 24
Pertfolio Total 47

3. Reserve for Repairs and Maintenance in Accordance with Eong-Term Plans
The Investment Carporation fommulates long-term repairs and maintenance plans on an individual investment
Mb@smﬂdhmﬂapmﬁmofﬂsmhﬂammﬂddmhghpuhdmamﬁrmmﬁ
maintenance to meet lage-scale expenditure over the medium to long terms. The following amount has been

trangfizved to the reserve from period cash flows

Fiscal period First fiscal period
Reserve fix the end of the previous period =
Reserve fix the fiscal period under review 92 millions of yen
Reverszl of reserve fior the fiscal period wnder review -
Reserve bring to the next period 92 milticns of yen
Expenses and Linbilities
1. Details for Expenses -
(Thousmnds of Yen)
Hem First Fiscal Period
_ (a)Asset managrment fes 56239
(b)Custodian foes 1,272
(c)Administrative service fees 11,109
{d)Directors’ salarics 35352
(c)Other operating expenscs 13318
Tokat 87,291 .

Note: In addition to the asset management fees indicated in the sbove table, a total of ¥179,030,000, representing property acquisition
 management fees, was inchuded in the book values of individun] real estate asscts.




2. Debt Financing
Dd:lﬁlmdnggmﬂmndal institution basis as of October 31, 2005 was as follows.

Balance
Clasification athe
End Balance of Imerest
mm te the Period Ram Repoymert | Paymen | oo
Lot Prvcm | Okl | guy | Do | Mmoo
(Millions
Anzor Bank, Lud - 2,000
&vi*“m“m - 1,000 Rly3n,
g R Pk L. Augist 1, 2005 — s0 | 039000 2006
Mitschishi - UFJ Trust end _ Ful on
El Barking C . 500 ; Note2
E The Chuo Mitni Tnst snd — 3000 . Unsocured/
Buanking Co., Lad Ungmenteed
Sumitomo Mitma Barking August 1, 2005 - 1000 | 032266 m
Aozam Bank, Lxd. - 1,000
Resorn Bark, Lid. — 1,000
Sub Totl — 10,000
Mitubishi UFJ Trst end _ 2700
Hanking Corporstion
The Norinchukin Bark - 2,500
The Chiba Bank, Lid. — 1200
Surnitoeno Mitsul Banking Angnt 1, 2008 -_— 1,000 D.B5ETS Jaly 31,
The Clwo Mitui Trost md - 1000 2008
E Funking Co, Ld.
'a" The Bank of Thicyo-Mitsubishi _ 800 Rl o | ., | Unsconed
UF), L matxity Ungureread
E Resoms Bank, L, - 300
Sumitnno Mimii  Panking - 3750
o - e
Mimbishi UF) Thet et | AVSSHHLZ00S _ 150 128750 Jg]gljc:'
Pazking O .
Resons Beric, Lt — 500
" SubToml — 19.000
Total — 29.000
Noes:

1. Thoverags inserest rato is the weightd everags nterest rut for @ fiscal period. The Investmens Corpoeation ertered iso nterest o swep
pmsactices with the aim of minkmizing the impect of fcttions in interest raies. The effect of intrrest s wep tRnactions has been -
Inoorpond inso cakulations flw the weighted-overage interest rain

2. Pueds procred through debt financing were used 0 aoquie trunt beneficiary inerests ineal estate.

3. Corporste Bonds
The Investment Corparation had not issued corporste bands as of October 31, 2005.




Details of Acquisition and Transfer of Assets during the Fiscal Period Under Review

1. Status of Real Estate and Securities Backed by Real Estate A cquisition and Transfer
DmofAcqpisitin | Acgoisiion | Deeof Tacafer | Book Vekm | Capitel Guin
Prion Towenibe Price | (villcosof (Low)
B | A e Propery Neoms (Mitkiors of Mbeot | Yo Qviicns of
Yen) Yen) Yen)
E A1 | Nehewhesh 313 Bolding Angaat 1, 2005 5540 . - - .
A2 Hiakswacho Angnst 1 2008 2180 - - - -
E _E Ad | Heguehi-Kayshuch: Viesko: Bullding Avgwt] 2008 | 4ASO - - - -
A4 | NoicHucbobesi Augst 1. 2008 358 - - - -
A5 | KAYBokdog(EoohanPaes) L Augoe 1, XK 2533 - - - -
A6 | Hugio PP Bukling Aguiaos | 24 - . - -
E A7 | FIK Miowmi Acyerva Angm 1, 2008 2% - - - -
A8 | Kuodeiwe Bulding Angyat 1, 2005 1950 - - - -
A9 | NNKBuilding Augoat 1,005 LS10 - - - -
Ar10_| Koishicews Youhice Broilding Acgpom 1, 2008 04 - - - -
§ i g | iz { Boen O g Seemtm21, 205 | 35% - . 3 .
" & A1l | Mokt Dai2Boldiy | Aopw), 2008 1430 - - - -
Toeal of 12 Offlcs Bildings 1761 - - - -
Bl | ScriSmkme Angunt ), 2005 _%0 - - - -
B2 | TiodiCwe Miceni Acyars Avgrat |, 2008 2760 - - . .
B-3 [ CourtMojie Acgnat 1, 2008 125 = - - -
B4 Motarsbn Avgust 1, 2009 1210 - - - .
BS | A 0y Wakanwtms Kewads Acgrm 1, 2005 1,180 - - - .
;-' B6 | Cout Nibokwabi-Fakraki Angm 1, 2008 1,130 - . - .
B-7 | SideDonencheds Augmat 1,2005 Lo - - - -
g BS | 5-oowt Yolubwme Kewai I . - . . -
E B9 | CanmMossiom Acgomt 12005 0 - - - -
i B-10 | Swcris Todoroki Augp 1, 2003 vl - - - -
i B-11_| Boom Oresremnds Angeat | 2005 1] - - - -
B-12 | Clair Cioext Relialerern - Acgra |, 2005 [ )] - - - -
B-13 | Honen Heim Choachierachi Augrm 1, 2005 _80 - - - -
B-14 | Coun Shinbesti Anguet 1, 2005 M8 - - - -
B-15 | CourtBulrngn Agput1,2008 | 659 . - - -
B-16 | AdvessBias Avgmt 1, 2008 44 - . - .
A 1T 1 -
Alress Hissheri At 1, 2005 0
Total of 17 Residersial Fropenics woms - - - -
E 1| Torenesks Poce Angmt 1,2008 9900 - - - -
i i { E « Yayogi MBaidng Sepicxzber 30, 2005 247 -
Thaal of 2 Retail Propestics 123% ; . . B}
Tonl &, - - . -

MWMmhﬂmWhmMWdeWmnﬁuWhmﬂ
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‘2. Status of Other Assets Acquisition and Transfer

and trust fund bank deposits.

3. Specified Asset Value Sarvey
(D Rexl Esmate and Other Specified Assets i
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No. 23, “Investigation of Values of Specificd Assets Held by Iovestment Trists and Investmen Corporations, ™ tssied by the Japanese [nstinsc'of
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prmm'bed unider ‘Article 34.4: f the: InveStrnent: Trust Law, outside thosé! hmd in'thé table; “Spemﬁed Assét- Va!ue‘

4. Details of Relited-Party Transactions

Amount of Buying T Ammigemt of Selling
1(Millions of Yen) {Millions of Yen) _
132 =
Amount of Buying from Related Amount of Selling to Related: |
4433 B o= it
Dm]sofrdmd—pmum . T
Y.B..KDX] - . — .




(2) Fees

Total fees 1,219,326 thousand yen
Fees concerning Concerning Related-perty Transactions 894,936 thousands of
yon (T3.4%)
Detnils of fees and other peyments to related pectics
[Kenedix, Inc.]
Consignment of trust beneficinry interest 786,890 thousands of yen (64.5%) (64.5%)
| ageocy activity fees 7
Sub Ttotat 786,890 thousands of yen (64.556) (64.5%)
(Kenedix Advisors Co,, Lt ] _
Leasing management fes ' 43,711 thousands of yon (3.6%) (3.6%)
Manegement tranafer fees 62,000 thousands of yen (5.19%) (5.1%
Construction supervision fees 2,334 thousands of yen (0296) (0.2%
Sub trtal 108,046 thousands of yen (8.9%) (3.9%)
Total 894,936 thousmds of yen (73.4%)

Notc: Related pertics are defined under Fnplementtion Ordinance No. 20 of the Tvestment Trust Law and incixdo companies with
whom the Investment Corporation has conchuded asset mamagement agreaments. Related-perty transaction detadls and
commissions peid to Kenedix, Inc., Kenedix Advisars Co, Lid and YX. KDX] during the fiscel period under review are
listod in the above table.

£ Condition of Transactions with the Consigned Asset Management Company for Additional Services
The Asset Menagement Company does not provide additional services related to securities, purchase and sale of lots

or bufldings, or specified joint real estate business, and accordingly there are no such transactions.

Accounting
1. Assets, Linbilities, Unitholders' Equity, Profit and Loss, and Income and Retained Eamings
Please refer to JIL Balance Sheets and TV, Statements of Income fior detnils releting to assets, iabilities, unitholders®

equity, profit and loss, and income and retained eemings.

2 1 Change in the Method for Calculating Depreciation
Not applicable.

3. Change in the Method for Asset Vahution
Not applicable.



Other

1. Notification
mwmammmmm&mmmmmmwu

Investment Corporation's Board of Directors are provided as follows.:
Dete Confirmed | Agreement Detalls
May 6, 2005 Execution of an seset management The Invesiment Corparation sppointed Kenedix REIT
| agrremmens .| Mansgement, Inc. a8 its asset manspement cormpeny.
Execution of en adiinistretive agency The Investment Corporation eppointed Miznho Trust & Bariking
| agreement Co., L as its administrative agent.
Exccution of a transfer agency agrocment | The Investment Corporstion appointed the Chuo Mitsu Thust &
Banking Co., Lid. &S its transfer agent.

Execution of mm aseet custodian egreement

The Investment Corporstion appointed Miziho Trust & Banling
Co., Lt ns its asset custodian,

Execution of an opersting agency
agreement

Mmzgement, Inc. as its administrative agent for Directors®
meeting

June 10, 2005 Amendment to s partion of the Asset Amendments to certain wording within the Asset Managerment
Menagement Agreemment Agrecment exequted o May 6, 2005.
July 11, 2005 Confimmation of s new investment unit The hyvestment Corporation appointed UBS Securities Japan Ltd.
purchese sgreement deed as part of the end six ofber oompenies as underwriters of an offering of
Corporstion’s Boerd of Directors Meeting on June 20, 2005.
2. Cthers

Unless otherwise stated, figures are roumded down otherwise stated.




First Fiacal Pexiod
{As of October 31, 2005)
{Thousands in Yen) (%)
ASSETS
I Carrent awarts
Cash and bank deposits 692,405
Extrusted depasits 4,483.344
Rentel receivables 94432
Prepaid expanses 30,881
Conzutption tex refimdnhls 910,190
Other arrent assets 3,855
Tota! currend assets 6215,109 80
1 Fixed asocts '
1. Property and equipmert, at cost
Buildings 25,336,498
Less-accurmuiated depreciation 240,043 |- 25,096,454
Structures 146,613
Less-accurmilatad depreciation 5725 140,887
Machinery and equipment mm
Less-acammisted depreciation 9,545 364177
Tools, fumihure and fixtmes 592,487
Less-accumilated degyeciation 12,845 | 579,642
Land 44,730357
Net property and equipment 70911519 91.7
2. Investment and other assets
Lensehold and security deposits 10,000
Long-trm prepeid expenses 34498
_Derivative asscts 108,540
Totrl investment and ofher assets 153,039 02
Total fixed ssacty 71,064,559 919
IMDefired
Organization costs 45807
Total defirved mmcts 45,807 0.1
Total assets 71325476 1000




First Fiecal Pexiod
{As of October 31, 2005)

(Thousands of Yen) )

LIABILITIES
T Current Lishdities

Tracke payzbles 192,993

Short-term debt 10,000,000

Other peynbles 67,406

Acaoed expenees 659

Accrued inoome tees BS54

Rents received in advance 380,244

Deposits received 71,142

Total current Eabilities 10,713,301 138
T Long-tcrm Eishilities

Lang-term debt 19,000,000

Leasebold end scourity deposits received 2,976,380

Unreslized gain on derivatives 108,540

Total ong-tem lisbilities 22,084,921 285

Tota! Eahilities 32,7982 24
UNITHOLDERS' EQUITY *
1 UNITHOLDERS' CAPITAL

“Tota! unitholders' cepital *' 44,285,002 513

I Retined emmiings

Retrined eamings ot endrperiod 242251

Totn! reteined camings 242,251 03
Total unitholders® equity 44527253 576
Total Hishilities and unitholders’ equity 71325476 1000




Statements of Income and Retained Earnings

First Fiscal Period
(May 6, 2005 to October 31, 2005)

(Thousands of Yen) (%)
Ordinzry income and retained carmings
I Opemting inoome
1.Operating revenues
Rental revemies * 1,067,649
Other rental reveres *! 128,378 1,196,027 100.0
2 Operating experses
Propertyelsted expenses *' 518874
Asset mansgement fies 56,239
Directors’ salaries 5352
Custodian feea 1272
Adminisirative service fees 11,109
Other opomting cxpenses 13318 606,166 50.7
Opexating income 589,850 493
I Non-opemating income
1, Nan-operating revenues
Irsterest income: 17 17 0.0
2 Non-opexating expenses
Tnterest expense 51,7141
Finznwing related expenss 25,495
New it issmnoe costs 66,675
Tnitial poblic offtring related costs 124977
Amixtization of organizetion costs 5,089
Other non-opereting expenses 6,806 346,786 20
Ordinary income 243,091 203
Tooame before income txes 243,091 203
Current inoome: taxes &y
Deferred income toxes A(lT) 840 13}
Net Income 242251 202
Retzined camings et begimning-period ~
Retxined earnings st end-period 242251




The First Fiscel Period
(May 6, 2005 o October 31, 2005)

1. Depreciation of fixed assets

(1) Property end equipment

The straight-line method is applied.

Useful lives of the: escts ranging are &9 SHilows:
Buikfings: 2 tn 46 years

Structures: 2 to 13 yeurs
Machinery and equipment: 3 to 15 yesrs
Mﬁmﬁqemdﬁthhnﬁ;us

(2) Long-term prepeid expenses
The straight-line method is applied.

2. Acoounting poticies for deferred

(1) Orgmiization costs
Orgmization costs are amortized over s period of five years.

(2) New unit issunnce costs
New unil issuznoe costs ane expensed g3 incumed.

The spread method, in which the securities ymderwriters inderwrite the unit
at the underwritten price and offer them to investors st the fssue price was
used for the primary offiring of new investment units conducted on July 20,
2005.

Undex the spread method, the difference between the ssue price and the
underwritten price represents the underwriting commission received by the
securities undeswriters, climinating the need for the iwuer to pay
underwriting cammissions.

Tn connection with the primazy offtring of new imvestment units conducted
on July 20, 2005, the totsl aggregate difference between the issue price and
the umderwritten price was ¥1,631,250,000, This expense would heve been
apcounted es new unit issuance coats if tho conventional methocd had been
wed in which the inderwriters offer new units to the public at the
underwritten price. .

Tharefire, the spread method decreesed new undt bsarnce costs by
¥1,631,250,000 and incressed inoome befhre income taxes by the same
amoutt compered to the comventional method.




3. Accounting standands for
revernes and expenees

deprecisble property tmaes e imposed on properties oo a crlendar yesr
besia, These taxes are generally charged to renta] expenses during the period
and on a pro raia basis between the purchaser and the sellex in the event of
purchase and sale.

In copnection with the acquisition of resl estate inchnding trust beneficiary
frteresty in reel estatp curing the first fisce] period, te Investment
Corporation inchixied its pro reta property portion for the year in cach
propesty acquisition price and not s rentel expeanse, The smount of property
tmxcs inchaded in acquisition prices for the first fiscal period emounted to
¥121,190,000.

4. Acoomting for hedges

(1) Hedge scoomting method
The deferred hedge method is epplied.

(2) Bedging instruments and risks hedged
Hedge instruments .
reduce the: exposure to risk from fuctustions in interest rates.

(3) Hedging policy

The Investment Corporation enters into derivative transactions besed on
ity risk managemnat policies with the objective of bedging risks in
accordemee with its Artickes of Incorporation.

(4) Method of evalusting the effectivencss of hedging

During the period ffom the commencemant of hedging to the point ot
which effectivencss iy mxsessed, the hrvestment Corporation camperes the
cumuiative total of market changes in the tageted objocts of hedging o
cash flow changes with the cumulrtive total of market changes in the
mmammwmmm
then makes a decision besed on the changes and other fhctors of the two.

5. Other significent acoounting
policies utilized in the
preperstion of financizl

(1) Accounting method for trust beneficiary interests in real estate and
other assets .

The assets and Linbilitics as well a3 revermes and expenses of financisl
smsets held in the form of trust beneficiary interests in real estaie and other
fssets are reoorded in full i the Investment Corpomtion’s batance shects
and staternents of income.

Exmportent line #ems inchuded in acoounting fiw financial acsets n the




Investment Corparation’s balance shest are es fhllows:

1. Cash and cash equivalents :
fixtures and land
3. Lesschold end security depasits received

() Accounting stendand for the impainment of fboed assets

adopted new acoounting standards for the impainnent of fixod assets
presented in “Accounting Stendards for Impeirment of Fixed Asscts”
(“Comments on the Accounting Starctard for Empainment of Fixed Assets™
by the Business Accounting Council in Japen issued an August 9, 2002)
ad the “Guidance for Acoounting Standard fir Enpeimment of Ficed
Assets” (Acoounting Standard Board of Japen, Financial Accounting
MWWM6MGIOM3I.M}

There was no impact on profit and Joss #s a result of adoption.

(3) Acoounting method for consumption tax
m“ﬁubbmkmﬁﬂimofmammmdhﬂzmof




[Notes to Financial Statements]

(Notes to the Balance Sheet)

The First Fiscal Period

_(Astdnchl,zms)
Note: 1. Number of authorized invesiment units : 2,000,000
Number of investment urits issued and outstending, 370

Note 2. Minirmm unitholders” equity pursuant to Article 67-6 of
the Law Concerning Investment Trusts and Investment 50,000,000

Corparntions Law

(Notes to the Statements of Income snd Retained Eamings)

The First Fiscl Period
(May 6, 2005 to October 31, 2005)

Note 1. Breakdown of res] estete rentsl business profit and loss

(Thowsads of Yen)
A. Rexital and ather operating revenues
Rental reverues
Lessing inoome 930,805
136,843

1,067,649

30,728
76,388
21,261

128378

1,196,027

68,783
21,806
2,602
9321
23,645
268,160

518,874

677,152




(Taz-Effect Accounting)

The First Fiscel Period
(May 6, 2005 to October 31, 2005)
1 Principel defirred tax assets and lishilities were ag follows
(Thousands of Yen)
Deferred tax assets ’
Enterpriss tax payshle not inchuded in expenses I
Total deferred tax assets 17
2. Significant difference between statutory income tere rate and the effective tax rate
: G
Normal effective statutory tex rate 3939
(Adjustments)
Deductihle cash distributions (3925)
Others 02
Actunl effective tax mte 034
{Important Subsequent Events)
The First Fiscal Period
(May 6, 2005 to October 31, 2005)
Not applicable.




Basis for Caleulating Cash {Yen)
Diatribution
First Fiscal Period

(May 6, 2005 to October 31, 2005)
1 Retxined eamingy at end-period 242251377
T Total Distribution 242,237,240
(Distribetion per Unit) (3.052}
I Retrined Exrnings bring to next period 14,137
Method of calculating the distribaution The hvestment Corporstion determines the amount of
ammamt distribuion in sccordence with Artide 32-1 of ity Articles of

Incotporation, which st excead $0% of its distributable ncome:
as stipulated In Article 67-15 of the Special Taxation Measures
Law. The Investment Corporation has therefore decided to
distribute the mexinnon smount of retamed eamings st e
period-end of period, namely totaling ¥242,237,240 to 79,370 units
issued and outstanding. Procedures for the distribution of amounts
exceeding distributable income are outlined in Asticle 32-2 of th
Investment Corporstion’s Articles of Incarparstion. In its first fiscal
period, the Irvestment Corpornation has decided not to distribute
cash in excess of distributable income.




Statements of Cash Flows  (Reference)

First Fiscal Period
(May 6, 2005 to October 31, 2005)
{Thoumsands in Yen)

1. Cash fiows fion operating activities
Income befire income taxes 243,091
Degreciation 268,160

Amotization of lang-tz+m prepeid expenses 2,181 _

Interest income: A7)
Intevest expense 57,741
Amotization of orgrmization costs 5,089
Increase in rental receivebles A(4432)
Increase in consumption tax refimdable A®10,190)
Inxyesse in prepaid expenses AB0881)
Increase in trade peysbies 192,993
Increase in other paynables 67,406
Increase in rents received in advance 380,244
Tncresse in deposits received 71,142
Cash paymenis of organization costs  A(50,896)

Cash .
Othervct A(3241)
Subtotal 161,111
Interest inoorne receivebles 17
Cash payments of intrrest expense: A(57,081)
Net crsh provided by operating activities 104,047

2, Cash flows from investing activities
Purchases of property and equipment A(TLITHE80)
Payments of leaschold and seourity depasits A(10,000)
Wmmmm AGLBED)
i mﬁmwmdmm 3,008,243
Pryments of restricted bank deposits A(BR4.939)
Net cash used in investing activitics A(69,098235)

3, Cash fiows from financing activities
Procesds from shoststeam debt 10,000,000
Procoeds from long-term delxt 19,000,000
Prooeeds from ixsuance of units 44,285,002
Net cash provided by financing activities 73,285,002
4. Net increase in cnsh and cash equivalents 4,290,810
5. Cash and cach equivalents at begirming-period -
6. Cash end cash equivalents st end-period (Nots 1) 4,290,810




(lmpahntAmnﬂng Stundards) (Reference)

The scope of cash and cesh For the purpose of cash fiow stmiements, cesh and cash equivalents consist
equivelerts on sistemnents of cash | of cash an hand, deposits reocived that can be withdrrwn on demand, and
fiows short-term investments with ariginal maturities of three months or less,

that arc readily convertible to known smounts of cash and present
insignificar risk of a change in value

(Notes to the Statements of Cash Flow) (Reference)

The First Fiscal Period
(May &, 2005 to October 31, 2005)

Note 1. Reconciliztion of balance sheet itens to cash and cash equivalents o end of period in the cash fiows

steternents,
(Thousznds of Yen)
(As of October 31, 2005)
Cash aod bank deposits 92,405
Entrusted deposits 4,483,344
“Restricted benk deposits held in trust* (884,939)
Cesh and cash equivalents 4,290,810

Note: * Restricted benk deposits held in tiust are retained for repayment of tenant leasehold and security deposits
held in trust.




Unitholders’ Information

Setilement of Acoourtis Anmually on April 30 and October 31 annually
General Meeting of Unitholdars More than anoe every two yeers
Date for Finnlizing Genersl Mocting Voting Rights Date to be disclosed by scparete public notice

Anmually on April 30 and October 31 annually (Cash distributions paid
within three months of cach dats)

Tokyo Stock Exchangs (Seaurities Code: 8972)

Unit Listing

Method of Public Notico Nihon Keizei Shimbum

Transfer Agent The Chuo Mitsui Trust & Banking Co., Ltd.
3-33-1 Shibe, Minato-ku, Tokyo

Transaction Office The Co Metsui Trust & Banking Co,, Ltd
Transfir Agent Depertment

(Postal Address and Telephone Number) 2-8-4 Izumi, Suginami-ku, Takyo
(Free DialToll-free) 0120-78-2031

Transfer Agent’s Locations Nationwide hranches of the Ctuo Mitsui Trust & Banking Co, Ltd.

Head Office and naticerwide branches of Jepen Securities Agests, od.

Procedares for Notification of a Change of Address
Unitholders, who do not hold investment certificates, are asked to utilize the storage transfir system and approach
their securities company of choice in connection with a cheange in address, name and or personal seal. Unitholders,




who do hold investment certificates, are asked to comtact the Transfer Agent Department of the Chuo Mitsui Trust &
Banking Co.,, Ltd.

Cash Distributions

Unitholders can receive cash distributions by presenting the “Notification of Payment by Pastal Transfer™ at their local
post ofBice. In the event the period for receipt of cash distribartions has expired, please identify the method of receipt on
the reverse of the “Natification of Paymert by Postad Trangfer” and mail to the Transfer Agent Department of the
Chuo Mitsui Trust & Banking Co., Ltd, or approach go to the its Head Office Branch of the Chuo Mitsui Trust &
Bamking Co., Ltd. for receipt of payment. In addition, this department can also be contacted forin regands to those
seckingdirect tremsfer of fisture cash distributions to their a bank account for fisure cash distributions,. please contact
the Transfer Agent Depertment of the Chuo Mitsui Trust & Banking Co., Ltd.

Informstion Provided on the Investment Corporstion’s Web site

The Investment Corporation will mzke every effort to disclose relevant and accurate informetion on its Web site ina
timely fashion. In addition to an overview of the Investment Corporation, its investment straiegies and portfolio, the
Web site contains press releases, financial information, information relating to cash distributions end s variety of
disclosure materinle. The Investment Corporation is committed tn enhancing the content of its Web site and to ensure
ensuring timely delivery of transparent information.

‘What's New
Recent press releases and the latest information.

Paortfolio Data

A list of properties that comprise the ivestment portfblio, location maps, details of individual propartics and a
breakdown of the entire partiolio.

English

As an additional sesvice, we have prepared an Englich Web site.

This notice is the English trensiation of the Japanese “Kenedix Realty hivestment Corporation Report for the First
Fiscal Pericd”. However, no assurance or warranties are given for the completeness or accuracy of this English
trenslation.







Annex B

Brief description of documents
for which no English language version has been prepared

1. Securities Registration Statement dated June 20, 2005, and amendments
thereto dated July 1, 2005 and July 11, 2005

These statements were filed with the Director of the Kanto Local Finance
Bureau (“KLFB”) in relation to the public offering of the investment units of
the Investment Corporation in Japan. These statements contain the terms and
conditions of the offering, the outline of the Investment Corporation, its
investment policy, anticipated acquisitions, risk factors, fees and taxes,
management conditions, summary of its administrative affairs, summary of the
unitholders’ rights, summary of the related parties and other matters. The
prospectus in the form is substantially the same as these statements were used
in the public offering.

2. Securities Report dated January 30, 2006, for the business period ended
October 31, 2005

This is the securities report containing information pertaining to the outline of
the Investment Corporation, its business, operating results, financtal condition
and financial statements of the Investment Corporation for the period ended
October 31, 2005.

3. Securities Registration Statement dated April 3, 2006, and amendments thereto
dated April 10, 2006 and April 19, 2006

These statements were filed with the Director of the KLFB in relation to
following public offering of the investment units of the Investment Corporation
in Japan. These statements are substantially the same as the above Securities
Registration Statement. The prospectus in the form is substantially the same as
these statements were used in the initial public offering.

4. Securities Registration Statement dated April 3, 2006, and amendments thereto
dated April 10, 2006 and April 19, 2006

These statements were filed with the Director of the KLFB in relation to the
issuance of the new investment units of the Investment Corporation through a
third-party allotment. These statements contain the terms and conditions of the
third-party allotment, the outline of the Investment Corporation, its investment
policy, anticipated acquisitions, risk factors, fees and taxes, management
conditions, summary of its administrative affairs, summary of the unitholders’
rights, summary of the related parties and other matters. The prospectus in the

TOKYO:32118.7



form is substantially the same as these statements were used in the public
offerings.

5. Extraordinary Report dated April 3, 2006, and amendments thereto dated
April 19, 2006

The Investment Corporation effected the international offering outside Japan in
reliance on Regulation S and Rule 144A concurrently with the offering in
Japan as described above. This extraordinary report and amendments thereto
are in relation to such international offering. The Securities and Exchange
Law of Japan provides that a company which is required to file a securities
report shall, if the company falls within the purview of such cases as may be
prescribed by an ordinance of the Cabinet Office as necessary with the KL.FB,
without delay file a report containing statements on the substance of the matter
(the “Extraordinary Report™) in accordance with the provisions of an ordinance
of the Cabinet Office.

6. Extraordinary Report dated July 18, 2006

A part of the investment policy of the Investment Corporation was modified as
of July 12, 2006. This extraordinary report is in relation to such modification
of investment policy. The Securities and Exchange Law of Japan provides that
a company which is required to file a securities report shall, if the company
falls within the purview of such cases as may be prescribed by an ordinance of
the Cabinet Office as necessary with the KLFB, without delay file the
Extraordinary Report in accordance with the provisions of an ordinance of the
Cabinet Office.

TOKYO:32118.7
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Basic Investment Strategy

In principle, Kenedix Realty Investment Corporation ("the Investment Corporation™) invests in real estate and
specified assets including securities backed by real estate for the purpose of securing stable earnings,
sustainable investment asset growth and maximum cash distribution to investors, '

To this end, the Invesiment Corperation adopts a dynamic and flexible investment stance

that accurately reflects its environrment and market trends, and endeavors o ensure

a timely response to each and every opportunity.

The Investment Corporation strives to develop a diversified investment portfolio named '

"KENEDIX Selection,” adopting a three-point investment criteria based on property type.

area and size.

In order to realize its objectives, the Investment Corporation has appointed Kenedix REIT Management, Inc.

("Asset Management Company"), as its asset management company.

The Asset Management Company is supporied by the vision, experience,

and human resources of Kenedix, Inc. ("Kenedix")

Note: Kenedix REIT Managemant, Inc. is a wholly owned subsidiary of Kenedix, Inc.

ENEDIK
[KenedixyIncy

'3 pioneeninyeal estaleinvesiment management services intlapany
¥assels undenmanagement-iotaling approximately, 490, billionyeny

Shared vision,experience,and
human rasources

IR
o L

KENEDIX

Kenedix REIT Management,Inc.
(Asset Management Company)

Extensive information network

"Trends and Ti'ming"

+
"Three-point investment criteria”

{Type,Area and Size)

KENEDIX
Realty Imvestment Corporatian

Kenedix Realy Inverstment Corporation . !

*A diversified assel portfolio”

(KENEDIX Sefection)

Stable earnings

Sustainable investmant asset growth

Real Estate Inverstment Trust Market
{Broad investor base}
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ll To Our Unitholders

LN

.

Taking this opportunity to present our semiannual report, | would like to thank all unitholders for their continued support and

understanding as we strive to achieve stable earnings and sustainable growth.

In its second fiscal period, (November 1, 2005 to April 30, 2006) Kenedix Realty Investment Corporation recorded operating

revenues of ¥2,871 million, ordinary income of ¥1,103 million and net income of ¥1,101 million. As a result, cash distribution for the

fiscal period under review was ¥13,884 per unit.

Looking at its third fiscal period and beyond, the Invesiment Corporation in concert with Kenedix REIT Management, Inc. will continue

to pursue stable growth from a medium- and long-term perspective. We offer our sincere appreciation to all unitholders for

continuing to share and support our vision.

Bl Investment Highlights

Taisuke Miyajima
Executive Director, Kenedix Realty Investment Corporation
CEQC and President, Kenedix REIT Management, Inc.

Cash Distribution for the Second Fiscal Period (November 1, 2005 to April 30, 2006): ¥13,884 per unit
Note: The second fiscal pericd commenced on November 1, 2005 and ended on April 30, 2008, a pericd of 181 days.

Investment Highlights

L |L Results for the First Fiscal Period “ Results for the Second Fiscal Period J
| Operating Revenues | ¥1,196 million ¥2 871 million

I Operating Income | ¥589 million ¥1,343 million

| Ordinary Income | ¥243 million ¥1,103 million

| Net Income | ¥242 million ¥1,101 miilion

| Distribution per Uniﬂ ¥3,052 ¥13,884

Financial Results

First Fiscal Period

“ Second Fiscal Period ]
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| Total Assets || ¥77.325 miliion ¥92,053 million

| Unitholders’ Equity | ¥44.527 million ¥45,387 million

| Unitholders’ Equity to Total Assets ] 57.6% 49.3%

| Unitholders’ Equity per Unit ] ¥561,008 ¥571,840
|
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Il Portfolio Highlights ..

Portfolio Composition

The investment Corporation strives to develop a diversified investment portiolio adopting a three-point investment criteria based on

property type, area, and size.

Type
Aetail: 1 Office: 11 properties Retail: 3 properties .
etail: 1 property Total ¥32.1978 - : Total ¥16.0595
Total ¥9.98 )
Office: 25 properties,
Total ¥78.279B
Residential: Residential:
17 properties | / 31 properties /
Total ¥18.986B Total ¥43.421B
Area L Other Regionat Areas:
Other F!e_glonal Areas: 13 properiies
3 properties 3.7%

Total ¥23.421B
Total ¥2.281B ,

Tokyo Metropolitan Area:
46 properties |
Total ¥114.3388

Tokyo Metropolitan Area:
26 properties
Totzl ¥58.8028B

v

i : Less than ¥1.0B:
; Size Less thaq ¥1.08: ¥7.5-10.0B: 1 propenty 6 properties '
¥7.5-10.0B: 11 properties
1 property Tolal ¥8.2B Total ¥9.98 Total ¥12.18
Total ¥9.9B ¥5.0-7.5B: i .
. ) 6 properties :;0 EISBrt.'
L ¥5.0-7.5B: V33 2B properties
" 2 properties o ' Total ¥41.78
Total ¥11.12B 1 ‘pro{aert.ies
¥2.5-5.0B: Total ¥18.05B ¥2.5-5.0B:
4 properties - 12 properties
Total ¥13.813B Total ¥40.6B

Note : 1. The Tokye Metropolitan Area consists of Tokyo, Kanagawa, Saitama and Chiba prefectures.’
2. Percentage figures in the above pie charts represent the proportion of each category as a percentage of the total calculated on a property acquxsmon-
price basis. Percentage figuras are rounded off 1o the lirst decimal place.

3. B=hillians

[ 61 biflion yen J Total Acquisition Pric:e | 137.7 billion yen | | .

X [ 31 properties | [59 properties ||

Welghted' verage Podfoho Age | 111 years H

[ 11.7 years |

Note: The average age of bundmg construction, current as of April 30, 2006, is shown as the wexghted average portfoho age based upon acquisition pnces

External Growth Performance (based on acguisition price) .
(¥B) 59 properties

140 — ¥137.7B
120 Office I Residential 1IN Retail
100 — . . 35 properties
i ¥81.48
80 29 properties -3 gg&;pfétles
¥61.0B .
60
40
20
Immediately Following IPO 1st Period 2nd Petiod 2nd Period Results Announced
’ (Aug 1, 2005) (ending Oct 31, 2005) (ending Apr 30, 2005) . (as of Jun 12, 2006) 9]

Note: Amounts of less than ¥100 million omitied for money amaunts, and digits below dacimal point [E SR + Iy BV ' 'l




Il KENEDIX Selection (as of June 12, 2006)

Office Buildings (25 properties)

i
i
!
'
i

Emphasis on mid-sized office buildings in the Tokyo Metropolitan Area, in particular Central Tokyo.

Acquisition price
(Tokyo Metropolitan Area)

—
-

Acquisition price
{Other Regional Areas)

. I

|
Tokyo's 23 wagds
18 properties ¥58.0B
i

Greater Osaka Area
3 properties ¥8.7B

Fukuoka
1 property ¥1.4B

Kanagawa
2 properties ¥7.8B

Chiba
1 property ¥2.2B

MNotes:

1. Central Tokyo consists of the Chlyoda Chuo, Minato, Shibuya and Shm]uku wards.
2. Greater Osaka Area consists of Osaka and Hyogo prefectures.

3. Money amglints are rotinded to the nearest ¥100 million.

4. Ratios indicate the total acquisition price for properties in each area in proportion to

the total acquisition costs for all properties combined.

5. Ratios are rounded to the first decimal place.

/

' Other Regional Areas
{4 properties)

Tokyo Metropolitan Area
{not incl. Tokyo's 23 wards) -
{3 properties)

(notincl. central Tokyo)

CentrallTokyo
15 propertles ¥51.2B

Tokyo ) 23 wards
{not incl. central Tokya)
3 propertle ¥6.7B

i
' | Office Portfolio
{based on acquisition price)

L
||

12.9%

12.8%

Tekyo's 23 wards

Central Tokyo
(15 properties)

65.5%

(3 properties)| |
8.6% i
i

*The data above is based upon a portfolic of 25 office buildings held by Kenedix Realty Investment Corporation, including 15 propertlus held at the end of the

second fiscal period and 10 properties already acquired during the third fiscal period as of June 12, 2006.

Office Building Average
Vacancy Ratio

Corporate Income

.Distribution by Prefectures

|
|

Number of Employees per Office
{Tokyo) (% of total offices)

Avg. vacancy ratio
(%)

Yokohama

Tokyo's 23 Wards

N W e 00N B ©

L 1 1 L 1 L I}
1999 2000 2001 2002 2003 2004 2005
- Tokyo's 23 Wards ===‘okohama = (Osaka

Source :

KDRM, based on the following references.
2000~2004 : K.K. Ikoma Data Service Sysiem (IDS3)
“White Paper on Real Estate” {2000~2005 editions)
2005:1DSS, "Office Market Report” (2006 winter)

Other Regional Areas

Tokyo
44.1%

Chiba ———— Kanagawa
1.3% 4.0%
Saitama
1.7%
Source :

KORM, based on |nforma1|on of National Tax Agency

30-~99 . . 100 and above
employees —— employees
4.8% ] 1.5%

1~9
L—employees
78.5%
Source: |
KDRM, based on Search Report about Office as
of 2004 (Tokyo Metropalitan Government Bureau
of General Affairs) :
Note:
Includes 695 OffICPS (0.1%) for which employees
were seconded fmrn cther companies

Nota: References to "KDRM' are to Kenedix REIT Management, Inc.

[}
[
| WESEO T Sl tew cpeerat Corporation
. _—______/_____/




Residential Properties (31 properties)

Emphasis on residential properties in densely populated areas with a high number of househalds.

Acquisition price |
(Tokyo Metropolitan Area)

Acquisition price 1
(Other Regional Areas) _—:‘
¥
Greater Osaka Area
2 properties ¥3.9B
-Fukuoka
2 properties ¥1.7B

id

Yy Hokkaido
- 1 property ¥1.8B

Ty B wad

21]properties'¥31:78

3 properties ¥2.1B

Notes: @« - :

1. Greater Osaka Area consists of Osaka and Hyogo prefectures.

2. Money amounts are rounded to the nearest ¥100 million.

3. Ratios indicate the total acquisition price for properties in each area in
preportion to the total acquisition costs for all properties combined.,

4. Ratios are rounded to the first decimal place.

2 properties¥2H B

. Residential Portfolio
{based on acquisition price)

Hokkaido
i property
0
4.1% Fukuoka
Nagqya 2 properties
3 properties 3.9%

4.8%
Greater Osaka Area

2 properties
9.0% ’*>

Tokyo Metropolitan Area
(not incl. Tokyo's 23 wards) kyo's 23 wards
2 properties 21 properties

4.8% 73.1%

“The dala above is based upon a portiolio of 31 residential preperties held by Kenedix Realty Investment Corparation, including 16 properties held as of the end of

the second fiscal period (excluding two properties sold on May 10, 2008) and 15 properties already acquired during the third fiscal period as of June 12, 2006.

Japan Population Growth Rate

Rent Index by Type

. Population Growth rate
Rank City as of 2005 {2000-2005)
1 Tekyo's 23 wards 8,483,050 4,3%
2 Yokohama 3.579.133 4.4%
3 Qsaka . 2,628,776 1.2%
4 Nagaya 2,215,031 2:0%—|
LS Sapporo 1,880,875 3.2%
] Kobe 1,525,389 2.1%
7 Kyoto 1,474,764 0.0%
[8 FiuKooka 17400.621 44% |
9 Kawasaki 1,327,009 6.2%
10 Saitama 1,176,269 3.8%
" Hiroshima 1,154,585 1.8%
12 Sendai 1,024,947 1.7%
Total 127,756,815 0.7%
Source: '
MIC Statistics Bureau, Population Census 2005
MNotes:

1. Based on the population as of Oclober 1, 2005
2. Cities where the Investment Corporation owns properties are highlighted
3. References to "MIC' are to Ministry of Internal Alairs and Communications.

130 —

120 — !

%0 ]

H 1 1 1 I A
o 1096 1998 2000 2002 2004 2006

—@— Office Rent Index == Residential Rent Index

Source:

Japan Real Estate Institute

Note:

The index shows conditions as of September each year, with the year
2005=100.

i




Il Properties Roster

Propertles as of the end of the 2nd perlod (35 properties)

Acquisition Price Comp|etlon Occupancy Ratio|

[ Belles Modes Building B {_Chwoda ward, Tokyo || 5,950 | r May 1994 || 805 |

[ Nihonbashi 313 Building ~{[Chuoward, Tokyo  |[ 5940]] “Apr. 1974 [ 1000 |

[ Sogo Hirakawacho Building | [ Chiyoda ward, Tokyo || 5,180 ]| “War_ 1988 |[ 1000 |

[ Higashi-Kayabacho Yuraku Building | [ Chuo ward, Tokyo || 4.450 || “Jan. 1987 |[ 1000 |

[Noir Hatchobori 1[Chuo ward. Tokyo ][ 3.680 || Jun. 1983 ][ 1000 ]

Tokyo [K&Y Building {Southern Plaza) | [ Nakano ward, Tokyo [ 2,533 | L Aug. 1992 |{ 98.8 |
Metropolitan] [ Harajuku F.F. Buiiding | ['Shibuya ward, Tokyo J[ 2,450 ][ MNov. 1985 |{ -100.0 |
rea [ KDX Hamacho Buitding ][ Chuoward, Tokyo J[ 2,300 Gep. 1993 |[ 873 |

[ FIK Minami Aoyarna }{ Minato ward, Tokyo  |{ 2,270 j| “Nov. 1988 |[ 1000 ]

| KDX Funabashi Building | [ Funabashi, Chiba |} 2,252 | Apr. 1988 [ 913 ]

| Kanda Kihara Building | [ Chiyoda ward, Tokyo || 1,950 |{ “May 1993 |[ 1000 |

[ NNK Building | [ Shinjuku ward, Tokyo }| 1,610 || “Jun. 192 |[ 1000 ]

[ Koishikawa Yoshida Building || Bunkyoward, Tokyo |[ 704 ]) Ot 1992 |[_100.0 ]

r—};géi%egal [Portus Cen;e_rgjnding ! Sa_k_anl _gsa_ki ] ["m: 2 __gs_m_ [;BEE@:%: ;_“1999 B

_— = | R PO PR |

oo (B prpaHE=) ot Ve @ | || waye | 0 |

Areas || Hakata-Ekimae Dai-2 Building __1LFuku0ka Fukuoka ]'" 1430|[ “Sep. 1984 :‘f“ 967 ¢

[ Storia Sirokane ][ Minato ward, Tokyo [ 3,150 ] D-eb. 2003 |{ 925 ]
[Tre di Casa Minami Aoyama | [ Minato ward, Tokyo ][ 2,460 | [ Feb 2004 ][ 1000
[ Court Mejiro | [ Shinjuku ward, Tokyo || 1,250 H Mar. 1997 |[ 851 |
| Apartments Motoazabu | [ Minato ward, Tokyo {1,210 [[ Jan. 2004 || 97.1 |
["Apartments Wakamatsu-Kawada | [ Shinjuku ward, Tokyo |{ 1,180 H’ Feb.2004 || 978 |
[Couri Nihoribashi-Hakozaki____|[ Chuoward, Tokyo [ 1,130]{ Feb.2004 || 943 |
Tokyo [ Side Denenchoiu | [ Ota ward, Tokyo [F‘Ww Feb. 1997 |[ 944 |
Metropolitan; [ S-court Yokohama-Kannai || Yokohama, Kanagawa | I,L Mar. 2003 |[ 1000 |
frea [ Court Motoasakusa | [ Taito ward, Tokyo || Bag] [ Jan. 2005 |[ 823 |
Residential [ Storia Todoroki }{ Setagaya ward, Tokyo || 877 ]r—Dec. 2002 |[ 100.0 |
| [ Bioom Omotesando | [ Shibuya ward, Tokyo [~ 875 |[ Mar. 2003 |[ 852 |
| Clair Court Rokakouen | [ Setagaya ward, Tokyo |} 831 I.I Aug. 1998 || 1000 |
[ Human Heim Ckachimachi |[Taito ward, Tokyo _ |[ 830 J{ Dec. 2004 |[ 1000 |
[ Court Shinbashi " ][ Minato ward, Tokyo || 748]Jf_Dec.199? I 952 |
[ Court Suitengu }[ Chuo ward, Tokyo |} 659 ]"[‘_ Jul.2003 |[{ 949 |
Other Venus Hibarigaoka Sapporo, Hokkaido 1,800 Mar. 1989
Regional  Abreast Hara Nagoya, Aichi 444  Feb. 2000
Areas Abreast Hirabari Nagoya, Aichi 407  Mar. 2000
Residential {18 properties} Sub Total [[ 20,786 | [ 52yrs |[ 911 J
Tokyo | [ Jinnan-zaka Frame J'[—Sﬁi-bu-y_gga:r;a,_fé@c; ] i_——ggﬁﬁ "\i 7 I\‘/I?_r‘ZOUSR» r R 0_0 0
Metropoiitan = o pnenibu v - sl fiaeaiset
Retail || Aroa [ Yoyoui M Building | [Shiwa wara, Tokyo || 24781 Abg 1991 |1 871
Retail (2 properties) Sub Total f ﬁ12.3L| [ 3owys || 974 |
[ Total 35 properties . Bl 81,43&[? 123yrs || 949 ]
' - 10 T
CTwET em, ooz nCorporation
—

———
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Additional properties during the 3rd period (26properties) (as of June 12, 2006)

Acquisition Price | Completion  JOccupancy Ratio

|
'
!
|
)
'
'
|

[ Toshin-24 Building || Yokohama, KanagawaJ[ 5300 || Sep.1984 |{ 1000 |

[ Ebisu East 438 Building | [ Shibuya ward, Tokyo ]| 4640 ][ Jan. 1992 |[ 1000 |

[ KDX Omori Building || Ohta ward, Tokyo l‘r 3.500 ] [ Oct. 1990 |[ 1000 ]

vior 200 | [ROX amarmatsucho Bufing ] [ Winaio ward, Tokyo ][ 3460] [ Sep. 1998 ][ 1000 _]
Area || Dai-ichi Kayabacho Building |{ Chuoward, Tokyo || 2,780}] Oct. 1987 |{ 1000 |

| NTBM Building |{ Minato ward, Tokyo || 2,660 [ Feb. 1992 |[ 1000 |

[KDX Shin-Yokohama Building || Yokohara, Kanagawa |[ 2520 |[ Sep. 1980 |{ 1000 |

| KDX Yotsuya Building ][Shinjuku ward, Tokyo || 1,950 (| Oct. 1989 [{ 100.0 | |

" Other . KDX Minami Semba Dai-1 Building |1 Osaka, Osaka 1610!’ Mar, 1993 1 1000 .
' Regional e,“:_;; i g ot -——‘:-jL By S —JL—————-‘]

_ Areas 3 KOX anemfénzrzaeenz_@"dmg il Osaka Osaka ][~ 1560, Sep 1985 |[ @60
Ol (10 prpales) b el [ eof -] -
| Residence Charmante Tsukishima |[ Chuoward, Tokyo  J[ 5353 ][ Jan.2004 |{ 1000 |
{ Regalo Ochanomizu 11 | [ Bunkyo ward, Tokyo |[ 3,600 [ 370 258
| Regalo Shiba-Kouen |[ Minato ward, Tokyo | 2260 ][ Nov.2005 |[ 744 |
| Chigasaki Socie Ni-bankan || Chigasaki, Kanagawa L_—TE[ Jan. 1991 |[ 913 ' |
MetTrg?c{J?ilan | Court Nishi-Shinjuku ][ Shinjuku ward, Tokyo ][~ 1,130 | [ Oct 2008 |[ 96.3 _]
Area || Regalo Komazawa-Kouen || Setagaya ward, Tokyo i| | 92]|| Feb.2006 || 956 |
| Court Shin-Okachimachi |[Taic ward, Tokyo [ 878 ][ Oct 2005 |[ 970 |
Residentia | Primo Regalo Kagurazaka ][ Shinjuku ward, Tokyof]{ 762 1| Jan. 2006 |[ 932 |
| Primo Regalo Youga || Setagaya ward, Tokyo i} | 730 || Dec.2005 |[ 1000 |
{ Court Shimouma || Setagaya ward, Tokyo 1] [ 638 ][ Oct 2005 |[ 1000 1
Ashiya Royal Homes Ashiya, Hyogo * 2,330 Jun. 1991 785 '
Otmer | Tegalo loaraki 1aH ' Ibaraki, Osaka ! 1,600 5 iMay 1%t 311 1
Hi?éc;r;al Collection Higashi-Sakura Nagoya, Aichi { 1,264 Mar, 2006 22.4 j
Renaissance 21 Hirao Jousui-machi  Fukuoka, Fukuoka 900 Oct. 2005 58.0°
Montore Nishikouen Bay Court Fukuoka, Fukuoka l 826 Feb. 2006 61.0‘T
Residential (15 properties) Sub Total | 24,343 1| - || . |
Fotail Otber ogonl veas | ZARA Tenjin Nishi-dori |1 Fukuoka, Fukuoka Tj][ﬁ_ﬁa,aao ][ Nov.2005 [ 100.0: ]
Retail (1 property) Sub Total [ 380} -]l -
|

| Total 26 properties NIEEE - 0

FOlal5g propoTties ey e D 3o LNRvisuoes)] JOOT8 o)

t

MNotes: J

1. Figures in the "Acquisition Price” column represent the real estate or trust benefictary interest sales price (excludmg consumption tax, rounded down to the nea r
est millien yen) for each property acquired, identilied in relevant Real Estate or Trust Beneficiary ‘nierest Purchase and Sales Agreements. i

2. The "Completion Date* colurmn refers to the date on which canstruction was first completed. Each average age subictals and total for the investment portfoh is
shown as the weighted-average portfolio age based upon acquisilion prices with a base date of April 30, 2006,
3. *Occupancy Ratio® s the leased floor area divided by total leasable floor area for each property as a percemage to the nearest first decimal place. Ranos are
calculated as of April 30, 2006 for the second fiscal period and as of May 31, 2006 for 26 properties acqunred during the third fiscal period. Subtotals and Jtotal
for the investment portiolio are weighted-averages. “i

4. The tota! acquisition price for 59 properties held by the Invesiment Corperation as of June 12, 2006. ! !

5. The weighted-average age of the 59 proparties held by the Investment Corporation as of June 12, 2006 with a base date of April 30, 2006.

6, The weighted-average occupancy ralio is calculated as of May 31, 2006 based on the 58 propemes held by the Investment Corporation as of June 12, 2006 I

) I
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Il Board of Directors N |

The members of our board of directors are as follows: . \
R\

N\

Taisuke Miyajima R
Taisuke Miyajima has been our executive director since May 2005. In 1985, he joined Mitsubishi UFJ Trus{ and\Banking Corporalion

(formerly The Mitsubishi Trust and Banking Corporation) where he gained about a decade of business experience in\a number of posi-
tions within the company, including its Capital Markets Department. He joined Kenedix (formerly Kennedy-wnson Japan Co., Ltd.) in
1998, and was seconded to the Asset Management Company in 2004 where he became chiet executive officer and pres:dent Prior to
serving as our executive director, he transferred his employment to the Asset Management Company in 2005, contlnumg to serve in the
same position. He has obtained approval from the Commissioner of the Finance Services Agency for holding concurrent positions with
us and the Asset Management Company pursuant to Article 13 of the Investment Trust Law, as of April 1IE|I 2005. Taisuke\Miyajima
holds 20 of our units. ‘

Kimio Kodama ;

Kimio Kodama has been a supervisory director since May 2005. He was admitted to the Japanese bar in 1|9€_33 and is a general practi-
tioner of Japanese law. He established Hanzomon Sogo Law Office (formerly Towa Law Office) in 1966. g He has been a director of
Kyoritsu Women’s Educational Institution since 1997 and served as a director for The Housing Loan Guarantee Corporation since 1998

and as a director for the Victim Support Center of Tokyo since 2000.

Shiro Toba E
Shiro Toba has been a supervisory director since May 2005. He joined Chuo Aoyama Pricewaterhouse Coopers (fermerly Chuo
Shinko Audit Corporation) in 1989 and became a Japanese certified public accountant in 1993. Prior to being certified as a tax

accountant in 2002, he established Toba Public Accounting Office in 1997. He has been serving as a representative director of Minori
L

Accounting Co., Ltd. since Januvary 2005 and as a director of BTK Solution Co., Ltd. since March 2005.
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Questions & Answers | i

|

"Questions & Answers" are based on an interview with Talsuke Mlyapma CEO and
President of Kenedix REIT Management, Inc. ("Asset Management Company"®), the asset
management company for Kenedix Realty Investment Corporatlon (“the Investment

Corporation®).

.Q.

Q.

What strategies have been advanced to differentiate the Im}estment Corporation from its
competitors? !

The Investment Corporahon is a diversifi ed real estate investment trust that primarily mvests in office buudmgs residential properties,
retail properties and other real estate assets. In specific terms, the Investment Corporatlon is engaged in selective investment in
medium-sized office buildings located in the Tokyo Metropolitan Area, as well as res:dentlal properties located in densely populated
areas with a high number of households. The Investment Corporation has appointed Kenedlx REIT Management, Inc. as its asset
management_company. The Asset Management Company boasts specialized knowledge of real estate and financial markets and is
largely comprised of employees transferred from Kenedix, Inc. Leveraging the know-how and expertise of the Kenedix Group, the
Investment Corporation is well placed to pursue dynamic growth, |

What target for asset scale have you set for the future?

i
Growth Potential ' f
J
|

As of April 30, 2006, the end of the Investment Corporation's second fiscal period, the In\festment Corporation owned a portfolio of 35

_properties with total acquisition costs of approximately ¥81.4 bilien. As of June 12, 2006, the date the Investment Corporation’s

second fiscal period results were announced, this balance had increased to 59 propemes with total acquisition cosis of approximately
¥137.7 billion. In July 2005, on the occasion of the Investment Corporallon 5 publnc listing, we identified an asset scale target
exceeding ¥200 billion by December 31, 2008.  Based on the steady progress achieved ‘\0 date, we have decided to bring forward this
target and will endeavor to exceed an asset scale of ¥200 billion by December 31, 2007. , Our goals, however, do not revolve entirely
around increasing asset scale.  In concert with efforts to increase the size of the Investmem Corporation's portfolio, we will make every
effort to steadily enhance earnmgs per share (EPS). ' ,
|
. ] : I
What steps does the Investment Corporation take with regard to property management?
‘ .

The Investment Carporation has appointed Kenedix Advisors Co., Ltd. {"Kenedix Advisors:‘) as its sole property management company.
This decision was made to ensure a single point of contact for all matters relating to property management, to ensure a unified
approach and procedure, and to enhance response times and the quality of service.
Furthermore, scale merits apply in connection with building management, property insurance and ather management activities, which
collectively contribute to a lighter administrative burden and reduced costs. }
In specific terms, the Asset Management Company has undertaken a variety of activities including repairs, maintenance and renovation
of existing properties with the aim of increasing rent level and occupancy ratio. )
Examples of activities: . [

- Improve common use areas inctuding toilets and entrances, increase propertj combetitiveness through renewal and upgrade

- Ascenain tenanis needs through tenani satisfaction surveys ‘ .

- Enhance tenant oommumcatlon {decorate entrance halls and common use areas to reflect seasonal events such as Christmas

and New Years, present greetlng cards and flowers (o new tenants)
- Strengthen leasing activities through close ties with leasing intermediary companies.

!
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Investment Properties

Q.

A

Please elaborate on the unique characteristics of medium-sized office buildings.
1

Compared with farge-sized office buildings, medium-sized office buildings provide greater liquidity.  In addition to the larger number of
buildings on the market, the acquisition prices and rent level of medium-sized office buildings offer a wider scope of acquisition and
leasing opportunities.  Under these circumstances, the Investment Corporation recognizes that medium-sized office buildings provide
the Investment Corporation with the best avenue to leverage its abilities in identifying properties with competitive advantage and its
expertise and know-how in property leasing and management. Furthermore, given tenant characteristics and the large pool of
competing properties, the Investment Corporahon recognizes that medium-sized office buildings exhibit hlgher rates of tenant turmover
with rent levels more finely atluned to economic trends, particularly in times of recovery.

Why does the Investment Corporation invest hainly in medium-sized office buildings?

As a fund manager, the Kenedix Group boasts a wealth of experience and know-how in medium-sized office buildings. Focusing on
this segment enables the investment Corporation to leverage this considerable sirength.  We also hold high expectation tor continued
increase in rent level in line with favorable economic trends. | '

i

Why does the Investment Corporation invest in residential properties?

Maintaining a certain percentage of the investment portfolio in residential properties provides a number of :advamages. First, in an
effort to ensure prudent investment, the Investment Corporation adheres to investment criteria based on type, area and size. In
investing in residential properties, the Investment Corporation strives to diversify risk.  In addition, residential properties offer relatively
stable rent levels, This in tum delivers steady earnings and cash flows. When investing in residential properties, the Investment
Corporation places emphasis on acquiring competitive properties focated in densely populated areas with a high number of households.

What are your thoughts on the leasing market for residential properties?

In line with changes in population trends, fluctuations in the number of households by area are experiencing increased polarization.  In

 this context, we are seeing steady leasing demand for residential properties primarily in the Tokyo Metropolitaﬁ Area.

In addition, the popUIation and the number of households in certain major cities of Other Regional Areas are also increasing.
Acoordmgly, we expect leasing demand for residential properties in Sapporo, Nagoya and Fukuoka to expand. The Investment
Corporatlon intends to invest in residential properties with a keen eye to the aforementioned trends.

What are your expectations for the real estate and J-REIT markets?

We believe that real estate markets ;.vill remain active in the Tokyo Meiropolitan Area. Accordingly, thé abiiity to acquire prime
properties at reasonable prices will become increasingly difficult.  The Investment Corporation also recognizes that real estate markets
are subject to a variety of trends based on property type, area and cize.- While activily in one area may be robust, other areas may
experience stagnant conditions.  With this in mind, the possibility that real estate prices will appreciate nationwide is considered slim.
Under these circumstances, the ability to accurately identify real estate trends by property type, area anb size will become more
important.  Currently, Japanese Real Estate Investment Trust {"J-REIT") market is comprised of over 30 publicly listed trusts with
market capitalization exceeding ¥3 trillion. Looking ahead, it would not be a surprise if there were between 50 and 70 listed J-REITs
with market capitalization around ¥10 trllion in the next few years. In the domestic market, yields on REITs exceed 10-year
government bonds by nearly 2.0%. At this level, J-REITs remain highly competitive when compared with REIiT:s in markets overseas.

A uorporatlon
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Financial Strategy

Q.

What benchmark have you established for interest-bearing debt ratio, and what are the

Investment Corporation’s debt policies? i

!

The investrment Corporation is conscious of maintaining a prudent financial strategy togeth!er with an appropriate interest-bearing debt
ratio (a balance between total assets and interest-beah’ng debt).  Currently, the target ratio is set between 35 1o around 50%. From
its incorporation, the Investment Corporation has undertaken debt on an unsecured and unguaranteed basis. This reflects the high
credit standing of the Investment Corporation and an acknowledgement by financial institutions of the quality of investment properties,
investment policies and the Asset Management Company's personnel and management. .

|
How do you see interest.rate trends in the future? What measures do you have in place to

avoid the risk of future increase in interest rates? :
' |

Following the decision by the Bank of Japan to lift quantitative -monetary easing policies, interest rates are expected to show a moderate -

rise. We believe the key factor in determining future market conditions will be the speeld of interest rate increase.  If the pace at
which interest rates rise serves to promate economic growth, the impact on real estate markets is naturally favorable.  For example, in
an environment where economic growth outpaces the increase of interest rates, rent levels can also be expected to rise.  With this in
mind, the investment Corporation invests primarily in medium-sized office buildings, charlacterized by relatively high rates of tenant
tumover.  Under these circumstances, we are able to maintain rent levels in line with market trends.  In an effort to avoid the risk of
future increase in interest rates, the Investment Corporation adopts a prudent fixed mterest rate poticy. In principle, we enter into
interest-rate swap agreements to fix cost levels on floating rate long-term debt. Funhermére the investment Corporation acquired an
A3 credit rating from Moody's Investors Services, Inc. in February 2006. Looking ahead, we will also consider the issue of fixed rate
investment corporate bonds as a measure o avoid the risk of future increase in interest rates.

|
|
|
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Financial Summary

Trends in Operating Conditions

First Fiscal Period

Second Fiscal Period

Period (As of October 31, 2008) | (As of April 30, 2006)
dperatinq fEVeNues Millions of Yen 1,196 2.871
(Rental revenues} Millions of Yen 1,196 2871
Operating expenses Millions of Yen 606 1,527
{Property-related expenses) Millions of Yen 518 1,265
Operating income Mittions of Yen 589 1,343
Ordinary income Millions of Yen 243 1,103
. Netincome (a) Millions of Yen 242 1,101
| Total assets (b) Millions of Yen 77325 92.053
Interest-bearing debt (c) Mitions of Yen 29,000 42,000
Unitholders' equity {d) Millions of Yen 44 527 " 45,387
Unitholders’ capital Millions of Yen 44,285 44,285
Mumber of investment units issued and cutstanding (e) Per Unit 79,370 79,370
Unitholders' equity per unit (d).” (e} Yen 561,008 571,840
Total distribution n - Millions of Yen 242 1,101
Distribution per unit . (e) Yen 3,052 13,884
(Eamings distributed per unit) Yen 3,052 13,884
{Distribution in excess o €amings per unit) Yen - —
Retumn on assets (annualized) {Note 1,2) % 03015 1.3(26)
Return on unitholders' equity {annualized) (Note 2,3) % 0.6{2.2) 25(49)
Unitholders' equity ratio at the end of period {d).~(b) % 57.6 493
Interest-bearing debt ratio at the end of period {c)./(b) - % 375 456
Payout ratio (Note 4) 0.7 (a) % 99.9 999
fOther referencel
Number of properties Properties 3 35
Total leasable floar area i §129867 104,868.65
Occupancy ratio at the end of period % %66 949
Depreciation expenses for the perod Millions of Yen 268 650
Capital expenditures for the period Millions of Yen 47 510
Leasing NO! (net operating income) (Note 5) Millions of Yen 945 2,256
FFQ (funds from operation) (Note 6) Millions of Yen 510 1,752
FFO perunit | (Note 7) Yen ‘6,430 . 22076
Notes:
1. Retum on assets = Ordinary income / (Total assets at the beginning of period + Tolal assets at the end of period} / 2 x 100

[ . .
MeacnepiX Realty Investment Corporation

2.

w

Ne oA

Total assels reflects the value on August 1, 2005, which was the first actual date of operations of the first fiscal period.

4

Annualized values are calculated based upon a period of 181 days.  Annualized values for the first fiscal period are calculated based upon a period of 92
days, the actual number of business days in the first fiscal period (from August 1, 2005 to October 31, 2005). .
Retum on unitholders’ equity = Net income / (Total unitholders’ equity at the beginning of period + Total unithel
Tota! unitholders' equity at the beginning of pericd reflects the value on
Payout ratio is rounded off to the first decimal place.
Leasing NOI = Rental and other operating revenues from rental and other operating expenses + Depreciaticn expenses for the period
FFO = Net income + Depraciation expenses for the period ;

FFO per unit = FFO / number of investment units issued and outstanding (figures below ¥1 rounded off)

iders' equity at the end of period} / 2 x 100
August 1, 2005, which was the first actual date of operalions of the first fiscal period.




Management Review & Policies |
Operating Conditions for the Second Fiscal Period :
| |

(1) The Investment Corporation

The Investment Corparation was established on May 6, 2005 in accordance with the Investmenl Trust and Investment Corporation Law (“the
Investment Trust Law™).  On July 21, 2005, the Investment Corporation was listed on the Real Estate Investment Trust Market of the Tokyo Stock
Exchange. (Securities Code: 8972).  Thereafter, the Investment Corparation first reported its operazllng results for period ending on Cctober 31,
~ 2005.  As of April 30, 2006, the end of the second fiscal period, the number of investment units iss‘uetj and outstanding totaled 79,370 units.

. The Investment Corporation appointed Kenedix REIT Management, Inc. as its assel manage'ment company. In concert with the Asset
Management Company, the Investment Corporation strives to maximize cash distribution to investors|by securing stable earnings and sustainable
investment growth. To this end, the Investment Corporation adopts a dynamic and flexible |nvestmenl stance that accurately reflects its
environmen! and market trends, and endeavors to ensure a timely response to each and every opportunity. The Investment Corporation
endeavars to develop a diversified investment portfolio named *KENEDIX Selection,” adopting a three-pomt,mvestmem criteria based on property
type, area and size. ' | f-

' |
(2) Investment Environment and Management Performance |
a. Investment environment :

During the secend fiscal period, the Japanese economy made a steady shift from moderale to full ﬂedged recovery. Conditions were
buoyed by an increase in capital expenditure on the back-of an improvement in corporate eamings, and robust employment conditions contributing
to an upswing in personal consumption. . ‘ :

On March 9, 2006, the Bank of Japan lifted its quantitative monetary easing policy, which was ﬂrslt implemented in March 2001, At the same
time, the Central Bank announced that it would shift its focus from the bank's current account balance to unsecured call interest.rates.  In
announcing the policy shift, the Bank of Japan pledged to anchor the unsecured call rate near zero for a prudent period.  Thereafter adjustments
would be made on a gradual basis in accordance with changes in the economy and consumer prices. :

Tuming to real estate markets in Japan, official announcements as of January 1, 2006, |nd|cated land prices in the major metropolitan areas
of Tokyo, Osaka Kyoto and Nagoya had either held their value or made a steady increase.  In other reg:onal areas, the decline in residential and
retail property prices narrowed. Furtherrnore signs of a slight increase have emerged in certain major cities in regional areas.

b. Management performance _ | . .

. As of October 31, 2005, the Investment Corporation owned a portiolio of 31 properlies with '13 total acquisition costs of ¥69,132 million,
Using the original network of the Asset Management Company, the Investment Corporation acquired 3 office buildings in the Tokyo Metropolitan
Area and 1 residential property in the Cther Regional Areas during the second fiscal period with a total acquisition costs of ¥12,302 million. Asa
result, the number of properties owned as of April 30, 2006 stood at 35, with a total acquisition costs!of ¥81,434 million. Looking at the portfolio
as a whole, 59.2% was comprised of office buildings, 25.5% of residential properties and 15.2% retail Ipropea‘lies on an acquisition price basis. In
addition, the occupancy rafio as of the end of the second fiscal period was 94.9%, reflecting stable investment and asset management.

-~ : |

< External Growth Performance after IPO >

Immediately following IPO First Fiscal Period I Second Fiscal Period
{as of August 1, 2005} {as of October 31, 2005) {as of April 30, 2006)
AoquisTt?fnl Costs F:;f;’ Amui;tci,;l Costs R(;:i)o Amui;t?$ Costs R(:S)D
{Millions of Yen} {Millions of Yen) ] (Millions of Yen)
B Office Buildings ' 32197 527 7,767 546 48,269 5942
§ Residential Properties 18,986 310 18,986 | i27.4 20,786 255
% Retail Properties 9,500 16.2 12,379 179 12,379 15.2
® Total 61,083 100.0 69,132 1:00.0 81434 100.0
Tokyo Metropolitan Area 58,802 96.2 61,281 . :88.6 71,783 88.1
§ Other Regional Areas Y22 37 7.851 M3 9,851 1.8
Total 61,083 100.0 69,132 1000 81434 100.0

Notes; Total acquisition costs is the total of acquisition price for each property classified by type and area. |
Total acquisition costs is rounded down to the nearest million yen,  Percentages are rounded down 1o'the nearest first decimal place.

I
J
|




Operation and Management of Existing Properfies

The Investment Comporation has appointed Kenedix Advisors Co., Ltd. as its sale properiy managemem company | fcr {he entire portfolic as of
the end of the second fiscal pericd. In establishing a single point of contact for all matters relating to property r_n.anagement activities, the
Investment Corporation strives to secure consistent policies, specifications and procedures along with ensuring swift and quality service. As of
April 30, 20086, the investment portfolio maintains a high occupancy ratio.  The Investment Corporation is satisfied §~ith the quality of property
management. . | ‘

In addition to property management services, the Investment Corporation has executed master lease agreeme;ms with Kenedix Advisors
covering all of its properties held as of April 30, 2006 (excluding Jinnan-zaka Frame and tenants without approval for sublaasing).  In appointing &
member of the Kenedix Group as lessee, the Investment Corporation is able to provide better tenant-oriented Ieaéing management through
Kenedix Advisors. _ At the same time, this scheme allows the Investment Corporation to more eﬁeciively utilize tenani security and guaraniee
deposits. _

The Investment Corporation leverages scale merits and the communication and negotiation skills of the Kenedix Ciiroup in an effort to reduce
operating costs.  For ex_ample, steps are being taken to negotiate with insurance brokers to improve fire insurance cl:over terms and conditions
while reducing premiums paid.  Labor saving measures in connection with operating schemes and initiatives to standardize contracts have also
contributed to minimizing real estate trust commissions.  Furthermore, the Investment Corporation is implementing aI gradual review of building
management responsibilities and costs.. ' l :

N
CS Strategy-Based Leasing Management i

The Investment Corporation recognizes each tenant as a key customer and strives to enhance cuslomer satisfaction and raise lhe
competitiveness of its properties as the means to maintain and increase eamings.  As a part of these efforts, the AS!SEI Management Company
implemented a survey in collaboration with J.0. Power Asia Pacific Inc., an intemationally recognized company that engages in customer
salisfaction evaluation, covering the Investment Corporation's office building portfolio as of December 2005. Asia part of this survey the
administration officers of each tenant and tenant employees were asked to respond to 40 questions covering each building and its facilities as well
as the nature and quality of operating and management services. '

<Questions Covered by the Survey> _

1. Building location and environment, extemal fagade, entrance (design, access, lighling, other), lease spacs areas (air conditioning
system, lighting, ventilation, OA compliant, other), common use areas (elevators, toitets, kitchen facilities, smbi:ing area, parking, other),
‘management company service, status and standard of bleaning, security, fire prevention. E :

2. Remarks _ _

On a scale of five, respondents were asked to rank each of the aforementioned questions. The survey provided invaluable information
pertaining to the strengths and weaknesses of each building. Under the remarks section, a number of respondents provided insightful
cbservations. Based on sun)ey results, the Investment Corporation will work to clarify and improve outstanding issues!

Through this vital feedback channel, the Investment Corporation will also implement appropriate maintenance and renovation for each

. - . .
property taking info consideration associated costs and benefits.  Through these means, the Investment Corporation is working efficiently 1o
|

generate improvements in rent fevels and asset values, increase earnings and promote sustained internal growth. [
. |

i

{3) Funds Procurement and Acquiring Credit Ratings Accreditation i

As of October 31, 2005, the balance of debt financing stood at ¥29.0 billion and comprised ¥19.0 billion of long-term debt and ¥10.0 billion of
short-term debt.  To support the acquisition of additional assets, the Investment Corporation undertook debt financing of ¥13.0 billion during the
second fiscal period comprising ¥11.5 billion of long-terr debt and ¥1.5 billion of short-term debl. ~ As a result, the balaince of debt financing as of
April 30, 2006 stood at ¥42.0 billion comprising ¥30.5 billion of long-term debt and ¥11.5 billion of short-term debt.  Of t!his amount, ¥28.3 billion of
long-term debt as of April 30, 2006 was procured on a floating rate basis. tn order to minimize the risk of future increase in interest rate, the
Invesiment Corporalion has entered into interest-rate swap agreements, effectively ﬁxing'applicable interest rates.

Since its public listing through to the end of the second fiscal period, the Investment Corporation has undertaken flexible debt funding on both
an unsecured and unguaranteed basis.  This is the result of the high standing in which the Investment Corporation, its| investment policies, asset
quality as well as the personnel and expertise of the Assel Management Company are held among financial mstﬂutlons In addition, the
Investment Corporation strives to diversify repayment dates for its debt financing in an efiont to reduce refi nancmq risk. The investment

Corporation also strives to extend average repayment period by placing added emphasis on long-term debt.
. I

"Note: Short-term debt is repayable within 1 year. Long-term debt is repayable over terms exceeding 1 year.
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As a part of efforts to diversify procurement methods, including the issue of corporate bonds, anc{i to extend the average repayment periad for
its overalf debt financing, the Investment Corporation acquired a credit rating of A3 (Cutlook: Stable) from Moody’s Investors Services, Inc. on
February 28, 2006. The ability 10 acquire a credit rating so quickly after its initial public listing islattributed to the high standing in which the
investment Corporation, its invesiment policies, quality of individual assets, real estate portfolio, the :unsecured and unguaranteed nature of debt
financing, quality of the Asset Management Company's personnel and the support of the Kenedix Group are held.

<Credit Rating>

Credit Rating Agency

Moody's Investors Services, Inc.

Qutlook: Stable

|
Issuer rating: A3 |
|
|
|

(4} Operating Results and Cash Distribution
As a result of the aforementioned management performance, the Investment Corporation reporled operating revenues of ¥2,871 milfion for its
second fiscat period. Operatmg income was ¥1,343 miliion, ordinary income ¥1,103 million and net i moome ¥1,101 million.
In accordance with Amcle 67.15 of the Special Taxation Measures Law, the Investment Corporahon distributes the total amount of its
unappropriated retained earnings for each period. = Cash distribution for the second fiscal period was;¥13,884 per unit.

|
|

Future Management Policiee and Pending Issues ‘

(1) Investrnent Environment- |

Logking ahead, the Japanese economy is forecasted to continue its path toward full-fledged recovery on the back of domestic private-sector
demand. Favorable conditions are attributed to a robust corporate sector and the positive flow-on eﬁects to the household sector.  Buoyed by
improvements in employment conditions resulting in an upswing in household disposable incomes, personal consumption is expected 1o increase.
Signs are strong for capital expenditure growth, bolstered by an improvement in corporate eaming';s Driven by the aforementioned gains: in
employment condmons and household disposable incomes, the construction of reS|dent|al propemes is also expected to bottom out with signs of
upward movement, I :

Against this economic backdrop, positive signs are emerging in the domestic real estate market. Posted land prices for March 2006
confirmed land and property price appreciation in the three major cities of Tokyo, Osaka and Nagoya., At the same fime, land and property prices
for specific major cities in regional areas -are also increasing. On a nationwide basis, land and property prices are exhibiting increased
polarization.  Appreciation is restricted to major economic and financial centers of the Tokyo Metro;'mlilan Area (in particular the Central Tokyo),
and specific regional areas that exhibit strong potential for population growth {for example, Sapporo in'Hokkaido and Fukuoka in Kyushu).

From the perspective of real estate purchase and sales, the acquisition of prime properties is expected 1o become increasingly competitive.
This is attributed te the continued flow of domestic and overseas real estate funds in search of h|ghler returns.  With little change anticipated in
the foreseeable future, activities in the real estate markel are expected to remain robust with positive conditions prevailing throughout.

{2) Management Policies and Pending Issues - . :
a. Existing property management strategy | .

_ Rental revenues provide a major source of income for the Investment Corporation. Accorciingly, every effort is made to maintain and
enhance rent level and occupaney ratios, which are the key components in the Investment Corpo}ation‘s leasing activilies. While taking into
consideration economic and real estate market trends, the Investment Corporation adopts a tenant-ariented approach to its leasing activities with
the aim of ensuring a timely and flexible response as well as optimal tenant satisfaction. '

Based on the aforementioned, the Asset Management Company undertakes property management aclivities as follows.

- Implement customer satisfaction surveys in an effort to identify tenant needs. Implement appropriate remedial and improvement

measures. : ‘

- Enhance tenant satisfaction and property competitive advantage through renovation of co-owned areas as well as upgrades and renewal

for the facility. . !

« Promote new tenant leasing activities together with existing tenant renewal negouatlons based on movements in real estale leasing
markets and tenant needs in an effort to capitalize on “trends” and “timing”. I
- Strengthen leasing activities through efforts to improve ties with leasing intermediary companies.
+ Review property management confents and standards. |
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b. New property‘inveshnent strategy

The Investment Corporation will continue to invest in medium-sized office buildings located in the Tokyo Metropolitan Area as the comerstone
of its investment policy. At the same time, the Investment Corporation will emphasize residential properties in densely populated areas with a
high number of households and retail properties in central urban commercial districts.  To facilitate the implementation of the aforementioned
investment policy, in addition to the original network of the Asset Management Company, the Investment Corporation will leverage the suppor-line
provided by the Kenedix Group. The Kenedix Group comprises Kenedix, Kenedix Advisors and other affiliated companies.

Through this support-ine, the Asset Management Company is positioned to secure reat estate informalion related to praperties, for which the
Kenedix Group acts as intermediary {excluding the original network of the Asset Management Company), as well as pension funds, private
placement funds and developmeni properties. Based on this information and depending on its source, the Investment Corpdration is able to
consider acquisition either on a priority basis or at the same time as all other third parties.  Against the backdrop of a competitive market, the rofe
of this support-line is increasingly significant in the Asset Management Company’s acquisition of quality properties. _

Another key role of the support-line is to facilitate properly acquisition through the warehousing function. - Under the warehousing function,
members of the Kenedix Group may acquire or temporarily hold an investment property sourced from the original network of the Asset
Management Company on those occasions when the Investment Corporation is not itself in the immediate position to azquire the property, or for
timing reasons the property fails to completely comply with the Investment Corporation’s investment criteria.  In the case of the warehousing
function, the Investment Corporation maintaing “first pricrity” arrangements to acquire the properly once initial obstacles have been cleared.

(3) Financial Strategy : :

The Investment Corporafion will continue to pursue debt financing on an unsecured and unguaranteed basis and as well as make
arrangements {o ensure fixed interest rate debt in line with interest rate trends and other conéideralions. ' .

In addition, the Investment Corporation will seek o diversify its debt repayment period to reduce refinancing risk, maintain long-term debt
ratios at or above prudent ievels and issue investment corporate bonds with the aim of extending the average repayment period of its liabilities.

The Investment Corporation will maintain the ratio of interest-bearing debt to total assets at a prudent level and implement leveraged
management in an effort to ensure stable financial management.

{4) Information Disclosure

Consistent with its basic information disclosure policy, the Investment Corporation proactively engages in IR acfivities with the aim of promptly
providing a wide range of refevant information to investors.  In specific terms, the Investment Corporation provides infarmation through the Timely
Disclosure Network System (TDnet}, which is a system operated by the Tokyo Stock Exchange, as well as press releases and its Web site {URL:
hitp:/hwww kdx-reit.comfeng/ ). '

-
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Kenedix Realty Investment Corporation !

Report of Independent Auditors :

To the Board of Directors and Unitholders of |

Kenedix Realty Investment Corporation _ _ :

We have audited the accompanying balance sheets of Kenedix Realty Investment Corporation as
of April 30, 2006 and October 31, 2005, and the related statements of income and retained
earnings, and cash flows for the six-month periods ended April 30, 2006 and for the pefriod from
May 6, 2005 (inception date) to October 31, 2005, all expressed in yen. These financial
statements are the responsibility of the Company’s management. Our responsibility is to
express an opinton on these financial statements based on our audits. | '
We conducted our audits in accordance with auditing standards generally accepted ‘in Japan.
Those standards require that we plan and perform the audit to obtain reasonable assurafnl:e about
whether the financial statements are free of material misstatement. An audit! includes
examining, on a test basis, evidence supporting the amounts and disclosures in the financial
statements. An audit also includes assessing the accounting principles used and significant
estimates made by management, as well as evaluating the .overall financial statement

* presentation. We believe that our audits prowde a reasonable basis for our opinion.

In our opinion, the financial statements referred to above presenf fairly, in all material respects,
the financial position of Kenedix Realty Investment Corporation at April 30, 2006 and October
31, 2005, and the results of ité operations and its cash flows for the six-month periods ended
April 30, 2006 and from the inception of the Company to October 31, 2005 in conformity with

accounting principles generally accepted in Japan. i

i
As described in Notel4, Subsequent Events, the Company issued new investments units and

made bank borrowings.

July 20, 2006 i

|¢L?£_:.,‘ Nty mvestment Corporation ‘ ' :

b — .




Kenedix Realty Investment Cbrporatior{
BALANCE SHEETS

As of April 30, 2006 and October 31, 2005
' In thousands of yen

I
|

~ As of April 30, 2006

|

As of Cctober 31, 2005

Assets [
Current assets; ) |
Cash and bank deposits . ¥ 7,843,092 i ¥ . - 5,175,750
Rental receivables 47,704 | 94,432
Consumption tax refundable 138,323 | 910,131
Other current assets 990,170 | 34,737
Total current assets 8,119,289 ! 6,215,110
Property and equipment, at cost: I
Land 52,329,667 | 44,730,358
Buildings and structures 30,980,765 | 25,483,112
Machinery and equipment 442,540 ; 373,723
Tools, furniture and fixtures 600,118 | 592,488
Less-accumulated depreciation (918,354) ' {268,161}
" Net property and equipment 83,434,736 70,911,520
Other assefs:
Organization costs 40,717 ¢ 45,807
Others 458296 | 153,040
Total assets ¥ 92,053,038 | ¥ 77,325,477
' 1
Liabilities and Unitholderé' Equity |
Liabilities l
Current liabilities: |
Trade and other payables ¥ 188956 | ¥ 260,400
Short-term debt 11,500,000 | 10,000,000
Deposits received 4463 | 71,142
Rents received in advance 528,895 | 380,244
Other current liabilities 16,574 | 1,515
Total current liabilities 12,239,888 | 10,713,301
Long-term debt 30,500,000 ; 19,000,000
Leasehold and security deposits received 3,028,348 | 2,976,381
Ofthers 397,786 | 108,541
Total liabilities 46,666,022 | 32,798,223
. t
Unithalders' equity ‘
Unitholders' capital 44,285.003 .I '44,285,003
Units Authorized: 2,000,000 units !
Units Issued and outstanding: 79,370 units !
Retained earnings 1,102,013 | 242,251
Total unitholders’ equity . 45,387,016 | 44 527,254
Total liabilities and unitholders' equity ¥ 92,053,038 ¥ 77,325 477
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Kenedix Realty Investment Corporation

STATEMENTS OF INCOME AND RETAINED EARNINGS

For the period from May 6, 2005 to October 31, 2005 and the periad from November 1 ,2005 to April 30, 2006

in thousands of yen

From November 1, 2005
~ {o April 30, 2006

" From May 6, 2005

to Oclober 31, 2005 -

Operating Revenues:

Rental revenues ¥ , 2,871,789 1,196,027
Total operating revenues 2,871,789 1,196,027
Operating Expenses:
Property-related expenses 1,265,552 518,875
Asset management fees 150,114 56,239
Administrative service and custodian fees 3707 12,381
Other operating expenses 74,363 18,671
~ Total operating expenses 1,527 806 f 606,166
Operating income 1,343,983 . 589,861
Non-Operating Expenses:
interest expense 164,607 57,741
Financing related expense 11,743 85,496
Amortization of organization costs 5,080 5,080
New unit issuance costs 55,119 66,675
Initial public offering related costs - 124,978
Others, net 4,410 6,789
Income before income taxes 1,103,014 243,092
Income taxes 1,015 B41
Net income 1,101,999 242,251
Retained earnings at the beginning of period 14
Retained earnings at the end of period ¥ 1,102,013 242,251
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Kenedix Realty Investment Corporation

. STATEMENTS OF CASH FLOWS

: : _ i
For the period from May 6, 2005 to October 31, 2005 and the period from November 1, 2005 to April. 30, 2006
i

[
In thousands of yen

From May 6, 2005
to October 31,2005

From November 1,2005

to April 30,2006

Cash Flows from Qperating Activities:

Net cash provided by operating activities

- Income before income taxes ¥ 1,103,014 | 243,092
Adjustments to reconcile income before income taxes '
to net cash provided by operating activities: |
" Depreciation and amortization 661,924 | 275,432
interest expense 164,607 ! 57,7141
Changes in assets and liabilties: ’
Rental receivables 46,728 l (94,432)
Consumption tax refundable 771,868 | {910,191} .
Trade and other payables (73,711) | 260,400
Rents received in advance 149,650 { 380.244
Others, net (137,274) | (51.157)
_ ‘Subtotal 2.686.806 | 161,129
Cash payments of interest expense + (149,708) | (57,082)
Cash payments of income taxes ' (855) | -
2536243 |

104,047

Cash Flows from Investing Activities:
Purchases of property and equipment

!

~ (13,173,409) |

(71.179.681)

Proceeds from leasehotd and security deposifs received 772,228 | 3,008,243
Payments of leasehold and security deposits received (220,261) J (31.862)
Payments of restricted bank deposits (82,013} (884,940}
Proceeds from restricted bank deposits 181,004 | -
Cthers, net (7,489) | -{10,000)
Net cash used in investing activities ( 2.529.940) i (69,098,240)
' |
Cash Flows from Financing Activities: . i
Proceeds from short-term debt - 1,500,000 | 10,000,000
Proceeds from long-term debt 11,500,000 .[ 19,000,000
Proceeds from issuance of units - | 44,285,003
Payment of dividends (239.970) -
Net cash provided by financing activities 12,760,030 } : 73,285,003
Net change in cash and cash equivalents 2,766,333 : 4,290,810
Cash and cash equivalents at the beginning of period 4,290,810 ' ' -
Cash and cash equivalents at the end of period ' ¥ 7,057,143 : 4,290,810

|
|
|
i
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Kenedix Realty Investment Corporation |

Notes to Financial Statements

For the period from May 6, 2005 to October 31, 2005 and the period from November 1, 2005 ta April 30, 2006
]
|
' 1. ORGANIZATION AND BASIS OF PRESENTATION |
Organization

Kenedix Realty Investment Corporation (*the Investment Corporation”} is a real estate investment corporation whose units are listed on the
Tokyo Stock Exchange.  The Investment Corporation is engaged in ownership and operation of selected office bLfJiIdings, residential and retail
properties in Japan. The Investment Corporation was incorporated as an investment corporation under the Law Conceming Investment Trusts
and investment Corporations of Japan, or the Investment Trust Law.  Pursuant to this law, the invastment Corporation is extemally managed by a
licensed asse! management company, Kenedix REIT Management, Inc.{"Asset Management Company"), 3 wholly«ﬁwned subsidiary of Kenedix,
Inc.{(*Kenedix")

On May 6, 2005, the Investment Corporation was originally formed with ¥200 million of initial capital contributions from Kenedix, Inc., Asset
Management Company and their executives and employees. On July 20, 2005, the Investment Corporation raised ¥41,868 million of equity
capital through an initial public offering of 75,000 investment units and was listed on the J-REIT section of the Tokyo Stock Exchange on the
following day. ‘

On August 1, 2005, 29 properties with an aggregate purchase price of ¥51,083 million were acquired with additional debt proceeds of ¥23,000 :
million and substantial operations of the Investment Corporation were commenced from that date.
|
On August 16, 2005, the Investment Corporation completed third-party allotment of 3,970 investment units, generating an addifional ¥2,216
million. Subsequent to that, the Investment Corporation acquired 2 additional properties in September, 2005. Buring the period ended April 30,
20086, the Investment Corporation acquired 4 additional properties by utilizing internal cash and bank borrowing. '

At April 30, 2006, the Investment Corporation had total unitholders' capital of ¥44,285 million with 79,370 investrr;ent units outstanding. The
Investment Corporation owned a portfolio of 35 properties with total acquisition costs of ¥81,435 million containing total leasable area of 104,869
mZ.  The occupancy ratio was approximately 94.9%. A portfolio of 35 properties consists of 15 office buildings, 18 residential properties and 2
retail properties. 30 properties are located in the Tokyo Metropolitan Area and 5 properties are located in Other Regional Areas.
|

. Basis of Presentation

The accompanying financial statements have been prepared in accordance with the provisions set forth in the Investment Trust Law of Japan,
the Japanese Commercial Code, the Securities and Exchange Law of Japan and related regulations, and in confonnity with accounting principles
and practices generally accepted in Japan (“Japanese GAAP'), which are different in certain respects from thé application and disclosure
requirements of Intemational Financial Reporting Standards or accounting principles generally accepted in the United States of America.

The accompanying financial statements are a translation of the audited financial statements that were prepa;red for Japanese domestic
purposes from the accounts and records maintained by the Investment Corporation and filed with the Kanto Local Finance Bureau of the Ministry
of Finance as required by the Securities and Exchange Law. In preparing the accompanying financial statements, relevant notes have been
added and certain reclassifications have been made from the financial statements issued domestically in order to present them in a form that is
more familiar t readers outside Japan.  The Investment Corporation’s first fiscal period began on May 6, 2005 and ended on October 31, 2005.
The Investment Corporation's fiscal period is a six-month period which ends at the end of April and October of each vear, respectively. The
Investment Corporation does not prepare consolidated financial statements because it has no subsidiaries. !

1
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2. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

|

|

{a} Cash and Cash Equivalents i

l

Cash and cash equivalents consist of cash on hand, deposits placed with banks and short-term inve%stments which are highly liquid, readily
convertible to cash and with insignificant risk of market value fluctuation, with maturities of three months o less from the date of purchase.

|

{b) Property and Equipment [

Property and equipment are stated at cost.  Depreciation of property and equipment is calculated on a straightdine basis over the estimated

useful lives of the assets ranging as stated below: -
' ' From November 1,2005  From May 6, 2005

to Aprit 30, 2006 to October 31, 2005
Buildings and SIUCIUMES ...t et et esse st st s 2-46 years 246 years
Machinery and equipment ....... 347 yéars 3-15 years
315 years 315 years

Tools, fumiture and fixtures

(c) Impairment of Fixed Assets - 3

Beginning the fiscal period ended October 31, 2005, the Investment Corporation adopted 'Aocou#\ting Standard for impairment of Fixed
Assets” (“Opinion on Establishment of Accounting Standard for Impairment of Fixed Assets” issued by the Business Accounting Deliberation
Council in Japan on August 9, 2002) and “Implementation Guidance for the Accounting Standards for Impairments of Fixed Assets® {*Financial
Accounting Guidance No. 6 issued by the Accounting Standards Board of Japan on October 34, 2003). The new accounting standard was
applicable for all reporting periods beginning after April 1, 2005.  The Investment Corporation has not reoognized an impairment loss on any of
the properties during the fiscal perioeds ended October 31, 2005 and April 30, 2006,

(dy Organization Costs

\
j
I
l L
Organization costs are amortized over a period of five years, compnsed of ten fiscal penods with an equal amount amort_|zed in each fiscal
period. |
|

(e) Unit Issuance Costs
F

Unit issuance costs are expensed as incurred.  Underwriters’ commissions in connection with the issuance of unitholders' equity are offset
against proceeds raised since the *Spread Method" was used for the unitissuance.  Under the Spread Method securities underwriters underwrite
the units at the issue price and offer them to investors at the offer price, which is different from the issue pnce The difference between the offer
price and the issue price represents the underwriting commission received by the securities underwriters, ehmlnallng the need for the issuer to pay
underwriting commissions.  If securities underwriters had underwritten the unils at the issue price and offered the units to investors at an offer
price equal to the issue price (known as the ‘Conventional Method™), a commission would have been mcurred and it would have been expensed as
new unit issuance costs.  Therefore, the Spread Method decreased new unit issuance costs by ¥1, 631 billion and increased income before
income taxes by the same amount compared to the Conventional Method for the period from May 6, 2005 lhrough October 3, 2005.
} ~
|

For trust beneficiary interests in reaf estate, which are commonly utilized in the ownership of commercial properties in Japan and through
which the Investment Corporation holds all of its real property, all assets and liabilities within trust are redorded in the refevant balance sheet and
income statement accounts. i

() Accounting Treatment of Trust Beneficiary Interests in Real Estate
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{g} Revenue Recognition

Operating revenues consist of rental revenues including base rents and common area charges, and cther operating revenues including uiitity
chérge reimbursemenis, parking space rental revenues and other miscellaneous revenues. Rental revenues are generally recognized on an
accrual basis over the life of each lease.  Ulifity charge reimbursements are recognized when eamed and their amounts can be reasonably
eslimated. Reimbursements from tenants including utility charge reimbursements are recorded on a gross basis and such amounts are recorded
both as revenue and expense during the fiscal period, respectively.

(h) Taxes on Property and Equipment :

Property-related taxes including property taxes, ity planning taxes and depreciable property taxes are imposed on properties on 2 calendar
year basis. Under the Japanese tax rule, the seller of the property at the time of disposal is liable for these taxes on the property from the date of
disposal to the end of the calendar year in which the property is disposed.  The seller, however, is reimbursed by the purchaser for these accrued
property-related {ax liabilities. '

When the Investment Corporation purchase properties, it typically allocates the portion of the property-related taxes related to the period
following the purchase date of each property through the end of the calendar year. The amounts of those allocated portions of the
property-related taxes are capitalized as part of the acquisition costs of the related properties.  Capitalized property-related taxes amounted to
¥32 million and ¥121 million as of April 30, 2006 and October 31, 2005.  In subsequent calendar years, such property-related taxes are charged
as operating expenses in the fiscal period in which the installments of such taxes are paid to the relevant tax authoritiess.

(i} Income Taxes

Deferred tax assets and liabilities are computed based on the difference between the financial statements and income tax bases of assets
and liabilities using the statutory tax rates.

(i) Derivative Financial Instruments

“ The Investment Corporation utilizes interest-rate swap agreements as derivative financial instruments only for the purpose of hedging its
exposure to changes in interest rates.  The Investment Corporation deferred recognition of gains or losses resulting from changes in fair value of
interest-rate swap agreements because its interest-rale swap agreements met the criteria for deferral hedging accounting.

(k} Rounding of Amounts Presented
Amounts have been truncated in the Japanese financial statements prepared in accordance with Japanese GAAP and filed with regulatory

authorities in Japan, whereas amounts have been rounded to the nearest million in the accompanying financial statements.  Totals shown in the
accompanying financial statements do not necessarily agree with the sums of the individual amounts.

3. Cash and Cash Equivalents

Cash and cash equivalents consisted of the following as of April 30, 2006 and October 31, 2005:

In thousands of ven
As of April 30, 2006 As of October 31, 2005
Cash and bank deposits ...t st ¥ 7,843,002 ¥ 5175750
Restricted bank deposits held it trust ... . (785949 f (884,940)
Cash and cash eqUIvalENEs ... e et emt e ¥ 7,057 143 ' ¥ 4,290,810

Restricted bank deposits held in trust are retained for rebayment of tenant leasehold and security deposits.

r:"'—‘ ——
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" 4. SCHEDULE OF PROPERTY

|
|
|

5. SHORT-TERM AND LONG-TERM DEBTS

The following summarizes short-term and long term debt outstanding as of April 30, 2006 and Octobel} 31, 2005

{As of April 30, 2006)

29

In millions of yen
As of April 30, 2006 As of October 31, 2005 f
- Accumulated . . " Accumulated . : b
Acquisition costs depreciation Book vglue Acquisition costs } depreciation Book value :
Land ¥ 52330 ¥ - ¥ 52330 ¥ 44730 i ¥ - ¥ 44730 I
Buildings and I A
Structures 30,981 847 30,134 25483 | 246 25231 i
i i
Machinery and :
equipment 442‘ 410 374 I 10 '364 |
Tools, fumiture : . |
and fixtures 600 §61 592 | 12 580 E
Total ¥ 84,353 ¥ 918 ¥ 8343 ¥ 71179 r ¥ 268 ¥ 7091 i

R j L 1

Classification Drawdown Date Repayment Date We:gg?:;? :;reage (i m?:;i::ye;) :

August 1, 2005 July 31, 2008 " 0.40% ¥ 4000 i

Unsecured September 21, 2005 September 20, 2006 - ' 0.35% 6,000 i
short-term debt November 1, 2005 October 31, 2006 I 0,35% 1,000

March 1, 2006 February 28, 2007 ' 0.36% 500 :

' ' Subtotal 1,500 _

August 1, 2005 July 31,2008 - | 087% 9,500 j

August 1, 2005 July 31, 2010 v 1.20% 9,500 ,

November 1, 2005 October 31, 2007 | 0.77% 1,500 !

Unsecured , :

long-term deb November 1, 2005 October 31, 2008 | 1.09% 3,500 '

December 8, 2005 December 7, 2008 I 1.10% 2,000 |

March 1, 2006 February 28, 2009° f 1.45% 2,000 :

March 16, 2006 March 16, 2009 I 1.48% 2,500 :

Subtotal 30,500 !

Total ¥ 42,000 i

| C

! {As of October 31, 2005) 1

Classification Drawdown Date Repayment Date We;g:\;:a:;f:;reage (in m?;i:zfyen)

Unsecured August 1, 2005 July 31, 2006 | 0.39% ¥ 4000 :

short-term debt September 21, 2005 September 20, 2006 P 0.32% 6,000 :

. Subtotal . 10,000 i

Unsecured August 1, 2005 July 31, 2008 I 087% 9,500 ‘
long-term debt August 1, 2005 July 31, 2010 L1.29% 9,500
Subtotal 19,000
Total ¥ 29,000




6. PER UNIT INFORMATION
- The net asset value per unit as of April 30, 2006 and October 31, 2005 was ¥571,840 and ¥561,008.  Net income: per unit as of Apiil 30, 2006
and October 31, 2005 was ¥13,884 and ¥5,303.

The weighted average number of units outstanding of 79,370 and 45,683 was used for the computation of the amount of net income per unit as
of April 30, 2006 and Qclober 31, 2005.

7. INCOME TAXES

The Investment Corporation is subject to corporate income taxes at a regular statutory rate of approximately 40%. However, the Invesiment
Corporation may deduct from its taxable income amounts distributed to its unitholders, provided the requirements are met under the Special
Taxation Measure Law of Japan,  Under this law, the Investment Corporation must meet a number of tax requiremenis, including a requirement it
curently distribute in excess of 90% of its taxable income for the fiscal period in order to be able to deduct such amounts. I the Invesiment
Corporation does not satisfy alt of the requirements, the entire taxable income of the Investment Corparation will be subject to regular corporate
income taxes. Since the Investment Corporation distributed approximately 100% of its distributable income in the form of cash distributions
totaling ¥1,102 million and ¥242 million for the periods ended April 30, 2006 and October 31, 2005.  Such distributions were treated as deductible
distributions for purposes of corporate income taxes. The effective tax rate on the Investment Corporation's income was 0.09% and 0.34% for
the periods ended April 30, 2006 and October 31,2005.  The following summarnizes the significant difference between the statutory tax rate and
the effective tax rate:

From November 1, 2005 From May 6, 2005
to April 30,2006 to October 31,2005
SEAUIONY [AX FAIR - oeveeceeeeeeecer st eeee st seest s ssesm et b s 39.39% 39.39%
DeduCtible Cash ISIIDULONS .....oo.oeevvecssecsssssssss s sssssssssssssssssssesmsssinses (39.38) © o (39.25)
0.05 020

0.09% f 0.34%

8. UNITHOLDERS’ EQUITY
The Investment Corporation issues only non-par value units in accordance with the Invesiment Trust Law. The enlire amount of the issue

price of new units is designated as stated capital. The Investment Corporation is requited to maintain net assets of at least ¥50 million as
required by the Investment Trust Law. :

9. RELATED-PARTY TRANSACTIONS
(a) Transactions with Kenedix Advisors Co., Lid. ("Kenedix Advisors"}
Kenedix Advisors, a wholly-owned subsidiary of Kenedix, provides the lnvestment Corporation with property management services and related

services. For these services, the Investment Corporation pays Kenedix Advisors property management fees and other fees in accordance with
the terms of its Property Management Agreements.  Transactions with Kenedix Advisors are as follows:

In thousands of yen
From November 1, 2005 From May 8, 2005 -
to April 30, 2006 . to October 31, 2005
Property management FEBS ...t ¥ 104453 ¥ 43m
Management ransfer fES .o 8,400 ' 62,000
Construction management fees

16,306 2,334

" y
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(b) Transactions With Y.K. KDX1 ("KDX1")

KDX1 is a wholly owned subsidiary of Kenedix, Inc..  On August 1, 2005-the Investment Corporati

!
|

clm acquired 2 properties from KDX1 for -

¥4, 483 million. On November 1, 2005, the Investment Corporation acquired additional property from KIDX1 for ¥5,950 milion. The purchase
price of these properties was determined based on an independently appraised value at the time of acquisition.

(c) Transactions with Kenedix, Inc.

Kenedix, Inc. provides the Investment Corporation with real estate brokerage services.

-

Kenedix brokerage fees. Transactions with Kenedix are as follows:

]
|
[

|
For these services, the Investment Corporation pays

In thousands of yen 7
From November 1.' 2005 , From May 6, 2005
to April 30, 2006 to October 31, 2005
Brokerage fees ... AT n A s B : ) ¥ 786,890
|
i

10. BREAKDOWN OF RENTAL AND OTHER OPERATING REVENUES AND PROPERTY-RELATED EXPENSES

Rental and other operating revenues and property-related expenses for the periods from May 6, 2005 to October 31, 2005 and from Novernber

1, 2005 to April 30, 2006 consist of the following:

|

| In thousands of yen

From November 1, 2005 From May 6, 2005
) to April 30, 2006 to October 31, 2005
Rental and other operating revenues: E
© REntal TRVENUBS ..ot e s sesss s e ¥ 2220814 ¥ . 930,805
CommON area ChargeSs ... st e sene e 1353,853 136,844
SUBOLAD oo s 2,574,667 1,067,649
Others: ! ‘
Parking Space rental FEVENUES ....c..covominriirsnmsisesessississsssrsissnesioessiosssssnses ) 86,129 30,728
Utility charge reimbursement j 152,653 76,389
Miscellangous ......cocecs ettt RSt R St e Rt | 58,340 21,261
SUBIOMEL ..ooovvvvvnvsssvee st ' 1297122 128,378

Total rental and other operating revenues

¥ 2871789

¥ 1,195,027

Property management fees and facility management fees .........cvveervercenncnanians
DEPIECIANON .ot et ettt ettt ena
UBEEES 1vvvvvvecsvvsmsvssmessssresssressmsesssmsssses s s s
TS ovvveensieessssrenisesses s ettt R R R et b
INSUFANCE ..ovvcvvvreror e eeetosssossmessessesemsseeseseseessessmsess e [N
Repairs and MaintBnance ..o nsssssassos s
TRISHIEES st s s s e
Others ..o

Total property-related EXPENSES ...t s s ssenesraiens

¢ 3241 ¥ 12455
650,193 268,161
146,890 68,784
| 9328 -
. 8621 2,603
IJ 55,117 21,807

21,337 9,322
| 51,650 23,645

¥ 1265552 ¥ 518875
|
]
|
|
|
|
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11. LEASES

The Investment Corporation, as lessor, has entered into leases whose fixed monthly rents are due in advance witn lease term of generally two

| - years for office buildings and residential properties and with lease term ranging from two to ten years for retail properiies.  The future minimum i
rental revenues under existing non-cancelable operating leases as of Aprit 30, 2006 and October 31, 2005 are as follows: §

In thousands ol yen 4

As of April 30,2006 - As of October 31, 2005 ’

Due within 6Ne YEar ........ccowinimmnsirnins etr bt et bbbt et ne bbb ¥ 811,080 . ¥ 973916 . ‘ }

DU BHET ONE YBAT ..o ' 3273632 " 3,864,685 .

Total e s ¥ 4084712 ¥ 4838601 !

5 :

{

12. DERIVATIVES AND HEDGE ACCOUNTING i ,

The Investment Corporation has entered into interest-rate swap agreements with several Japanese financial institutions to hedge its variable ]

rate long-term debt obligations.  The Investment Corporation utilizes inferest-rate swap agreements, which are derivative financial instruments, ;

only for the purpose of mitiga_ling future risks of fluctuations of interest rates, but does not enter into such transacticns for speculative or trading

, purposes. The Investment Corporation entered into such derivative transactions to hedge risk in accordance with its Articles of incorporation and !
the established risk management policies of the Asset Management Company. I :

The following summarizes the notional amounts and the estimated fair value of the interested-related positions outlsl'anding as of April 30, 2006: A

(As of April 30, 2006)

Type . Notional amount Fair value Unrealized gain

Interest-rate swap:

) , , ¥36,300 million ¥398 million ¥398 million
Fixed rate payable and floating rate receivable :

i | "

; a e : : . : :
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13. PROPERTY INFORMATION

Details of the property portfolio as of April 30, 2006 were as follows:

Type Office Buildings Résidentiél Properties Retail Properties
Location , Tokyo Metropolitan | - Other Regional | Tokyo Metropolitan || Other Regional | Tokyo Meﬁnpolitan
Area Areas Area i Areas Area .
Number of properties 13 2 15 ' 3 2
Property information i
{In millions of yen) :
Acquisition price ¥ 41,269 ¥ 7,000 ¥ 18,135 [ ¥ 2651 | ¥ 12,380
Percentage of total acquisition costs 50.7% 8.6% 23% 3% 15.2%
Net book value 42,018 7127 18,708 | 2,827 12,75
Appraisal value at year end 42422 7,080 18,438 1‘ 2,660 13,500
Percentage of {otal appraisal value 50.4% 8.4% 21.9% | 3.2% 16.1%
Financial results for the period ended April 30, 2006 | '
. ' (In thousands of yen) |
Rental and other operating revenues ¥1,374,031 ¥ 398,814 ¥ 613,346 | ¥ 92,236 ¥ 393,362
Rental revenues 1,220,100 335,345 572,382 [ 84423 362417
Other revenues 153,931 63,469 40964 7,813 30,945
Property-related expenses 290,610 129,492 100,532 35,005 59,720
Property management fees 141,856 | '91.581 47.44{1 15,381 26,154
Taxes - 24 872 5,958 -
Utilities 89,753 22,047 7.810 2535 24775
Repairs and maintenance 30,572 6,447 12,986 | 3,275 1,837
Insurance ~ 2,905 3,269 1,399 646 402
Trust fees and other expenses 25,524 3,680 30,021 . 7,210 6,552
NOI {Net Operating Income) 1,083,421 269322 | 512,814 57,231 333,642
Depreciation expenses 280,142 124,457 15(?.163 ‘ 30,533 64,898
Operating income from property leasing activities 803,279 144,865 362,651 26,698 268,744
Capital expenditures 337621 43986 24 837 17,706 86,301
NCF {Net Cash Flow) 745,800 225336 487,977 I 39,525 247,341
A breakdown of property-type as of Aprit 30, 2006 was as follows: r
!
Balance at the end of period Percentage of
Class of assets Property type Area (i milons ofyen) total assets
Office Buildings Tokyo Melrc?politan Area ¥ 42018 45.6
Other Regional Areas 7127 7.7
Subtotal [ 49,145 533
Property and equipment | Residentiat Properties Tokyo Melro.poman Arga ; 18,708 23
: Other Regional Areas . 2827 31
Subtotal | 2153 234
Retail Properties Tokyo Metropolitan Area | 12,756 13.9
Subtotal 12756 139
Total | 83436 90.6
Bank deposits and other assets o 8p17 9.4
Total assets | 92,053 100.0
Total liabilities . 46,666 50.7
Net assets ¥ 45387 " 493
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14. Subsequent Events

1. Issuance of New Investment Units
On April 3, 2006 and April 19, 2006, the Board of Directors of the Investment Corporation resolved to issue new investment units as
follows. The payments were completed on May 1, 2006 and May 26, 2006, respectively. As a resu:it of the issuance of additional
investment units, the Investment Corporation had total unitholders’ capitat of ¥88,729,652,470, with 157,000 investment units outstanding
as of May 26, 2006. ‘ ' ' '

‘
1

(1) Issuance of New Investment Units through Public Offefing X

Total number of newly issued units: 73,660 units

Japanese Primary Offering: 50,370 units

Intemational Offering: 23,290 units

Offer price per unit: : ¥593,096 3
Total amount of offerings: ' ¥43,687,451,360 :
Issue price per unit; ¥572,519 i
Net proceeds: ¥42,171,749,540 !
Payment date: May 1, 2006 ‘
Delivery date of investment unit certificates: May 2, 2006
Starting date of the computation for cash distribution: May 1, 2006 '

{2) Issuance of New lnvestment Units through Third-party Allotment

Total number of newly issued units: 3,970 per unit
Issue price per unit: ¥572,519 .
Net proceeds: ¥2,272,.000430 !
Payment date: May 26, 2006
Delivery date of investment unit certificates: May 26, 2006 ‘ !

Starting date of the computation for cash distribution: May 1, 2006
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‘2. Debt Financing : |
On May 1, 20086, the: Investment Corporation obtained debt financing as follows:
{1) Series7-A ) I
' Lenders: Sumitomo Mitsui Banking Corporation
The Bank of Tokyo-Mitsubishi UFJ, Lid.

Amount Borrowed: : ¥2,000 million ’ !
Interest Rate: 0.36909% floating rate of interest (Note)

_ Repayment Due Date: April 30, 2007 , :
Collateral: Unsecured, unguaranteed r
Note: The interest rate covers the penod commencing May 1, 2006 through July H, 2006 Thereafter, the interest rate shall be

calculated based on the three-month yen TIBOR +0.23%. | !

{2} Series7-B ) i ;

Lenders: The Chuo Mitsui Trust and Banking Co., Limited

Aozora Bank, Lig. | :

The Bank of Tokyo-Mitsubishi UFJ, Ltd.

Mitsubishi UFJ Trust and Banking Corporation |

Resona Bank, Ltd. ;‘ !
Amount Borrowed: ¥6,500 milion ' 7
Interest Rate: . 0.53909% floating relue of interest (Note) :
Repayment Due Date: April 30 2009 [ |
Collateral: - Unsecured, unguaranteed "

Note: The mteresl rate covers the perlod commencing May 1, 2006 through July 31, 2006. Thereafter, the interest rate shall be
calculated based on the three-month yea TIBOR +0.40%. Interest on variable interest rate loans has been fixed at 1.62875%

untit April 30, 2009, through interest-rate swap transactions. |

[
l
{3} Series7-C ]' : '

Lenders: . Aozora Bank, Lid. ;

Mitsui Sumitomo Insurance Co., Ltd. |

Amount Borrowed: ¥2 500 million | 1

Interest Rate: A 0.63909% floating rate of interest (Note) :

» 2.19875% fixed rate of interest |

Repayment Due Date: ) April 30, 2011 ' ) ;
Collaterai: Unsecured, unguaranteed

Note: The interest rate covers the period commencing May 1, 2006 through July 31, 2006 Thereafter, the interest rate shall be
calculated based on the three-month yen TIBOR +0.50%. Interest on variable m'terest rate loans has been fixed at 2.19875%

until April 30, 2011, through interest-rate swap transactions. - |
I

(4) Series 7-D

Lender: " Development Bank of Japan

Amount Borrowed: ¥5,000 million |

Interest Rate: ) 273125% fixed rat‘e of interest .
Repayment Due Date: - . April 30, 2016 ' ) ;
Collateral: Unsecured, unguare}nteed

| < S
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Structure of Investment Corporation

Information and Property Providers . "
(Support-Line Companies) Investment Corporation Accounting Auditor
Kenedix, nc. | -
Kenedix Advisors Co., Ltd. * Emst3 Young ShinNihon
: Kenedix Realty Investment Corporation ‘ C
F 3 ;
@ - Administrative Agent
General Meeting of Unitholders ‘®‘ Asset Custodian
L 4 bl . -
Asset Management Company * Mizuho Trust & Banking Co., Lid,
Administrative Agent for Directors’ Meeting @ Board of Directors . |
«r Executive Director:  Taisuke Miyajima
Kenedix REIT Management, inc. Supervisory Director: Kimio Kodama ) ' Trasfer Agent
: Supervisory Director: Shiro Toba: .

The Chuo Mitsui Trust and Banking Co., Limited

Asset Management Agreement / Operating Agency Agieemenl
Administrative Agency Agreement / Asset Custodian Agreement
Transfer Agency Agreement .

Memorandum of Understanding with Kenedix, Inc, and Kenedix Advisors Co Ltd.

SECACRS)

Outline of the Asset Management Company ' o

Name:  Kenedix REIT Management, Inc.
Capital:  ¥200 million 7 L !
History: November 28, 2003 KW REIT Management was established '

July 2, 2004 Building Lots and Buikdings Transaction Business License, License No. {1) 83303, issued by the Govemar of Tokyo

November 8, 2004  Renamed to Kenedix REIT Management. Inc. ‘ |

February 28,2005  Discretionary Transaction Agent License, License No. 33, issued by the Govemor of Tok;ro .

April 18, 2005 Investment Corporation/Asset Management License, License No. 44, granted by the Prime Minister of Japan
Aprit 26, 2005 Obtained approval to be Operating Agent for the Investment Corporanon L r

Organization Chart:

[ Shareholder's Meeting | , ]
| { Auditors |
| Board of Directors | :
' { _ Compliance Officer I
I {nvestment Committee } { Compliance Committee |
| Representative Diractor ] i

[ investment Management Division  |———| Financial Planning Division }———  Copoate Ptaning {Adriniswtion Divisin |
I 1 : R
I | | | '

Real Estate Asset IR Finance and i Business
Investment Management Grow Accounting . Administration
Group Group p Group : Group

Principal Shareholder:
}
Name Location Number of Stocks Owned Ratio (Note)
Kenedix, Inc. 2-2-9, Shimbashi, Minato-ku, Tokyo 6,450 units 100.00%
{Note) Ratio represents the number of stocks owned in proportion to the total number of cutstanding stocks. |

'\
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The Kenedix Group |
J
The Kenedix_Group is made up of leading providers of real‘ess_ate advisory services, real estate ?ssei and properly management services
and real estate investment management services in Japan.  Since our formation, which was promoted by Kenedix, Inc. ("Kenedix'), we have
received significant support from the Kenedix Group in our business and activities, and we expect 1o con!mue 1o rely on the Kenedix Group. We
beligve that our relationship with the Kenedix Group provides us with competitive advantages. J
* Kenedix, Inc. Kenedix was originally founded in April 1995 under the name of Kennedy-WIson Japan and renamed fo Kenedix, Inc. in
May 2005. Kenedix commenced property fund management in February 1999. Kenedix commerl'lced managing property funds for major
Japanese insurance companies in July 2001 and was listed on NASDAQ Japan {now Nippon New Market-Hercules) of the Osaka Securities
Exchange Co., Lid. in February 2002, Kenedix entered the real estate development business in August 2002 and commenced managing
property funds for pension funds in November 2003.  Kenedix was listed on the Second Section of the ‘Tokyo Stock Exchange in December 2003
and moved to the First Section in December 2004. * The core businesses of Kenedix include real estate investment advisory, asset management
and note investment management, including on behalf of intemational investors, pension funds ar::d other institulional investors. Kenedix
primarily targets investment in office buildings, in addition to residential, retail and-logistics properties, while actively engaging in real estate
development for investment. We believe we benefit from the experience and resources of Kenedix and the competitive advantages of our

relationship with Kenedix as an independent real estate management company. i

* Kenedix REIT Management, inc. Kenedix REIT Managemem Inc. (*Asset Management Company”) acls as our asset management

company, and is ‘broadly responsible for the formulation and execution of our investment stralegy and our other activities, The Asset
Management Company's employees have diverse experience in the real estate and financial markets i ln Japan, including experience in real estate
appraisal and securities analysis. We seek to take advantage of the knowledge and experience of the Asset Management Company and its
employees in the real estate market to help us locate and acquire properties that fit our investment stratégy.

» Kenedix Advisors Co., Inc. Kenedix Advisors Co., Inc. ("Kenedix Advisors”) was incorporated in November 2003 as a real estate fund
and property management company, parficularly for pension funds.  Kenedix Advisors was renamed from KW Pension Fund Advisars Co., Ltd. in
May 2005 and is a 100% subsidiary of Kenedix. We have appointed Kenedix Advisors as our pfoperty manager for alk of our properties.
Kenedix Advisars also acis as a leasing managemen! company for most of our properties pursuant fo variable pass-hrough master lease
agreements described in this report. . !

We and the Asset Management Company are parties to a "Memorandum of Understanding® wuth Kenedix and Kenedix Advisors dated May
31, 2005. The Memorandum of Understanding provides us with certain assurances from Kened:x and Kenedix Advisors with respect {o
information, negotiation rights and other support for the acqulsmon of properties. o } -

1

Memorandum of Understanding with' Kenedix and Kenedix Advisors

We entered into a Memorandum of Understanding with Kenedix, Kenedix Advisors and the Asset Mén%gement Company on May 31, 2005. The
Mamarandum of Understanding has a term of three years, which is automatically renewed for successive one-year periods unless any of the
parties notifies the other parties of ifs intent to terminate the Memorandum of Understanding at least '90 days prior {o the expiration of the term.
We have no current intention, and are not aware of any current intention o! the Asset Managemenl Company, Kenedrx or Kenedix Advisors, to
1erm|nate the Memorandum of Understandmg ' . '

T
Support from Kenedix i Y
:

Pursuant to the Memorandum of Understanding, Kenedix has agreed to prowde support lo us in the followmg areas:

« Second Preference to Property Information Acquired by Kenedix. ) '

- When Kenedlx receives information regarding any available property, |nclud|ng properties under development which, in its reasonable opinion,

meets the investment criteria of any of the real estate investment funds in which the major investors are pension funds to which Kenedix Advisors
serves as asset management company (the *Pension Funds®), Kenedix, unless otherwise prohibited bi« laws or regulations or contracts to which it
is a party, has agreed fo preferentially provide information on such property 1o Kenedix Advisors' Kenedix has agreed to grant the Asset
Management Company preference in information regardmg any available property which, in its reasonl'table opinion, meets our investment criteria
but {i} does not meet the investment criteria of any Pension Funds, or (i) in its reasonable judgment, made after providing such information on
such property lo Kenedix Advisors, is difficult to sell to a Pension Fund.  Until Kenedix becomes capable of reasonably deterrnrnrng that it is
difficult to sell such property to a Pension Fund or us, Kenedlx agrees not to provide such information to third parties or to acquire the property for

itsedf, |

i

| .
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» Second Preference Negotiating Rights for Kenedix Property. i -
in the event that Kenedix disposes of a property that it owns or that is owned by one of its subsidiaries or a fund fully financed by Kenedix or one of
its subsidiaries (a "Kenedix Property’) and, in its reasonable opinion, meets the investment criteria of a Pension Fund, Kenedix, unless otherwise
prohibited by laws or regulations or contracts to which it is a party, has agreed to grant Kenedix Advisors preferential negotiating rights for such
property.  Kenedix will grant the Assel Management Company preferential negotiating rights for a Kenedix Property which, in its reasonable
opinion, meats our investment criteria and (i) does not meet the investment criteria of any Pension Funds, or {ii) no Pension Fund has agreed to
purchase during the period for its preferential negotiating rights. I the event that Kenedix and the Asset Managemént Company do not reach an _
agreement for purchase and sale of such property during the negotiation period, Kenedix may offer such property to a third party upon giving
notice to the Asset Management Company.  If the terms proposed by such third party are no mare favorable to Kenedix than those proposed by
Kenedix Advisors or the Asset Management Company, Kenedix will offer an option to Kenedix Advisors or the Assel Management Company to
consider purchasing such property on such terms for a Pension Fund or us, respectively.

* Information on Property Owned by Kenedix Private Placement Funds.

In the event that Kenedix disposes of a property which is owned by a real estate investment fund for which it serves as asset management
company (excluding any fund referred to in the immediately preceding paragraph) and, in its reasonable opinion, meets the investment criteriaof a
Pension Fund or us, Kenedix will, unless otherwise prohibited by laws or regulations or contracts to which it is a party, provide information on such
propeny 1o Kenedix Advisors and the Asset Management Company no fater than such time as Kenedix provides such information to third parties.

* Property Acqmsmon Support.

The Asset Management Company may request Kenedix to purchase and hold a property owned by a third parly, with a view to reselling it to us.
In the event that Kenedix has accepted such a request and purchased the property directly or indirectly through its subsidiaries, we are granted a
first option fo purchase such property for one year following the acquisition, and Kenedix may not offer such property 1 any party other than the
Asset Management Company during such period. < '

Support from Kenedix Advisors
Pursuant {o the Memorandum of Understanding, Kenedix Advisors has agreed to provide support {o us in the following areas:

* Property Information Acquired by Kenedix Advisors. .

When Kenedix Advisors receives information regarding any available property which, in its reasonable opinion, does not meet the investment
criteria of any Pension Funds but meels our investment criteria, Kenedix Advisors, unless otherwise prohibited by laws or regulations or contracts
to which it is a parly, agrees to preferentially provide information on such property to the Asset Management Company.  Until such time that
Kenedix Advisors reasonably determines that it is difficult to sell such property to us, Kenedix Advisors agrees not fo provide such information to
third parties. '

* Preferential Negotiating Rights for Property Owned by Pension Funds.

In the event that Kenedix Advisors disposes of a property which is owned by a Pension Fund, Kenedix has agreed, upon the request of Kenedix
Advisors, fo find, negotiate a sale with, and arrange for the delivery of the property to a buyer.  If Kenedix Advisors reasonably determines that
such property meets our investment criteria, it has agreed, unless otherwise prohibited by laws or regulations or contracts to which it is a party, to
grant the Asset Management Company preferential negotiating rights for such property. In the event that Kenedix Advisors and the Asset
Management Company do not reach an agreement for the purchase and sale of the property during the negotiation period, Kenedix Advisors may
offer such property to a third party upon giving nofice to the Asset Management Company.  If the terms proposed by such third party are no more
favorable to Kenedix Advisors than those proposed by the Asset Management Company, Kenedix Advisors has agreed to offer an opfion to the
Asset Management Company purchase such property on such terms for us.

40

KENEDIX Realty Investment Corporation 4&




Policies{with Respect to Certain Activities C : :

Basic Policies

* We seek to achieve our investment objective within the framework of the following basic poltues which are reflected in our articles of -

incorporation as follows: T | .
.+ We will invest, directly or indirectly, pnmanly in office buildings; residential and retail properties located in the Takyo Metropolitan Area

including major cities in. Tokyo, Kanagawa; Sailama and Chiba prefectures and Other. Regional Areas throughout! Japan, including
govemmeni-designated cities (orseirei shitei toshi; cities designated by govemment ordinanc'e and authorized to perfonn many of the
functions normally performed by prefectures), through specified assets.

»  We will conduct an investigation and a comprehensive review of all relevanl information regardmg any prospecuve acquisition target,
such as anticipated future revenues from such property, potential of the area in which such property is located, construction specifications,
equipment, estimated earthquake resistance, slate of maintenance, environmental and geologiéal fealures, and related rights anached to
such property.

«  We will maintain the percentage of the value of our specified real estate assets relative to the value of our specified assets at 75% or

more at any time.  Specified real estate assels refers to real estate, real estate Ieasmg rights, suriace nghts and beneficiary inferests in

trusts which-hold real estate, land leasing rights or surface rights. |
+ We will maintain the perceniage,. calculated in accordance with the ordinance of the Ministry of Finance issued under Atticle 67-15,
Paragraph 9 of the Special Taxation Measures Law, of the value of our real estale assets relatwe to the total value of our assets at 75%
or more at any time. %

|

: |
We and the Asset Management Company have developed additional policies with respect to oulr activities. These policies, to the extent
that they are not addressed in our aticles of incorporation, may be amended or revised from time lo time without a vole of our unitholders.
These policies are not binding and are intended to guide the implementation of our investment ob|ect|ve‘and management of our operations.  The
Asset Management Company has broad discretion to develop our business stralegies and to managé our operations. At any given time, our
business operations or the characteristics of our property portfolio may not be fully consistent with these_‘policies. '

. ’ i :
|

Other Policies-

Portfolio Management Policies
We have portfolio management policies focusing on developing and mamtammg a portfolio that seeks o achieve stable revenues and
|

|
FR I

distributions.

Types of Properties. We divide property acquisition targets into one of three functional types:of properties: office buildings; focusing on

mid-sized office buildings, residential properties and retail properties, such as urban commercial buildings.
) . - i . . | . L ‘e
‘Geographic Diversification. Our geographic investment focus is on properties located in theI Tokyo Metropolilan Area, including major
cities in Tokyo, Kanagawa, Saitama, and Chiba prefectures, with an emphasis on Central Tokyo consisting of the Chiyoda, Chuo, Minato, Shibuya
and Shinjuku wards, A portion of our investment portfolio is also located in Other Regional Areas (priman'ly government-designated cilies or
major regional hub-cities) with the aim of ensuring portfolio diversification and minimizing risks assoclated wilh changes in economic and real
estate market conditions, earthquakes, typhoons and other natural disasters, and uneven population dlslnbutlon among regions. :
|
" Size and Value of Property. Our general policy for the value of investment properties is to pufrcha,se office buildings and redail properties
with a minimum value of ¥1 billion with a total investment value of a single property not to exceed-30% ;of the total investment portfolio. . We seek
1o purchase residential properties with a minimum value of ¥0.5 bilion.  The total floor area at an office building or a retail property should be
more than 1,000 square meters.  Our investment targets in residential properties are single-type, compaci-type, family-type and prestige-type
residential properties.  Single type properties consist of small apartments mainly for one person between 20-30m? and have at least 20 units per
building. Compact type properties consist of larger apartments mainly for one or two people over 30m2 and have at least 15 units per building.
Family type properties consist of apartments mainly for three or more peopte over 60m? and have atileast 15 units per building.  Prestige type
properties consist of apartments mainly for high income families and executives of over 100m? and havé at least 5 units per building.

Tonant Characteristics. \We make investment decisions based on a tenant's attributes, credibility, line of business, purpose of use, lease
terms and conditions, and possible tumover. - | '

g I :

Portfolio Goals. Based on our focus on properties in the Tokyo Metropolitan Area as describe;d above, the Asset Management Company

decides on specific portfolio targets with respect fo our investments. The policy takes into account general economic conditions, reat estate
|
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market conditions, interest rate trends, population shifts, and other factors, with the aim of realizing our basic investment objective.  In the event
of a significant change in economic, real estate market or other conditions, however, this portiolio management policy is reviewed and amended as
and when considered appropriate by the Asset Management Company. .

The Assel Management Company has set non-binding portfolio composition boundaries as general aspirations :w:th respect 1o our investment
activities.  These may change from time to time.  The Asset Management Company has set a broad framework for & portiolio consisting of more
than 50% office buildings, more than 20% residential properties and less than 30% retail and other properties.  In terms of location, the policy
calls for 70% or more of our properties to be located in the Tokyo Metropolitan Area with the remainder in Other Regional Areas. -However, at
any given time, our actual property portfolio may not reflect these given goals.

Compliance with Certain Japanese Tax Law Matters ’

We infend to manage our investments in such a manner as to qualify for lower property registration and acquisition taxes and for deductibility
of distributions to our unithoiders under Japanese tax laws applicable to J-REITs. . ‘

Other Investments : ’ ;

We.may, through the Asset Management Company, make invesiments other than as prewously described; allhough we do not currently
intend to do so. We are permmed to make certain investments other than real estate-related investments within the restrictions imposed by the
Tokyo Stock Exchange's J-REIT listing rules and the Invesiment Trusts Association's J-REIT rules and our arlicles of incorporation.  For example,
we are permitted to invest in securities issued in connection with real estate securitizations under Japanese law. P

Qur articles of incorporation prohibit us from investing in foreign real estate, assets or securities backed by foraign real estate and assets
denominated in foreign currency. ) '

Our Investment Guidelines set forth that in principle, investment properties are acquired from a medium- and long-term prospective, and
assets are nol acquired for short-term buying and selling.  Short-term herein means a period of less than 1 year, medium-term means a period of
more than 1 year to less than § years, and long-term means a period of more than 5 years, : i

Cash Management ' !

Although our articles of incorporation allow us o invest surplus funds in low-risk negouabte securities and monetary cialms we do not intend
to make investments in securities and monetary claims for the purpose of cash management.  Surplus funds may be used for acquisition of
investment properties and capital expendilures, working capital, distribution payment, and payment of obligations including repayment of tenant
leasehold and security deposits and borrowings as well as redemption of bonds. | ot

Financial Policy

We borrow only from qualified institutions as defined in the Securities and Exchange Law of Japan {assuming that our tenant leasehold and
security deposits are not loans for such purposes). Al of our current borrowings are unsecured, provided that we maintain certain financial ratios.
We currently do not have any outstanding guarantees. By financing our property acquisitions only after we identify specific properties -for
potential purchase, we seek to limit the amount of our cash and cash equivalents for which we have no immediate use,

In general, we seek to keep the aggregate amount of our borrowings {excluding tenant leasehold and security dégosits) at 60% or less of the
value of our lotal assets. We may, however, exceed that percentage from time to time, for example, as a result of financing acquisitions of
additional properties through borrowings instead of equity. |

We seek to raise long-term debt capital in longer terms in the future, including debt with maturities over 5 y:ears, in order to extend our
average malurities and lower refinancing risk by spreading principal repayments over fiscal periods. In this mariner, we seek to creale a

" relatively stable debt financing program.

Depending on market conditions, our financing needs for particular acquisitions or our general liquidity requirerﬁents, we may make various
types of bank borrowings—fixed or variable interest, short-term or long-term—and also obtain bank lines of credit.  We may also issue debt in the
capital markets. We may enter into interest hedging transactions, such as interest opllons and swaps, in order to mlnlmlze market and interest
rate risks with respect to our borrowings.

We may, by resolution of our board of directors and without unitholder approval, issue additional units in any manner and in such terms and

" for such consideration as we deem appropnate, subject lo the provisions of the Investment Trust-Law. Existing’ umtholders have no preemptive

right to purchase units issued in any offering, and any such cffering might cause dilution of a unitholder's investment in'us.
: !
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- I
Our Investment Objective and Strategy .- - T
] (-
Our investment objective is to secure, in the medium to long term, retatively stable distributions for our unitholders through investment in real
eslate and interests in real estate.  We segk to achieve our investment objective through the tollowinb strategies:

. ) g
Seek Stable Portfolio Growth through Diversified Property Investments J
We seek to expand our property portfolio over ime by acquiring a diversified range of office bu||d|ngs residential and retail properties in
major metropolitan areas in Japan, with particular émphasis on the Tokyo Métropolitan Area. We believe that improved conditions in real
property markets in major urban areas, including stabilizing property values, falling vacancy rafios and greater fransaction volume, create a
favorable environment for expanding our portfolio. To capitalize on this environment, we are currently focusing ‘our acquisition efferts on
mid-sized office buildings in the Tokyo Metropolitan Area, in particular Central Tokyo, residential prop;erties in densely populaled areas with a high
number of households and, to a lesser extent, retail properties in central urban commercial districls.  We believe that our diversified stralegy
gives us the flexibility to take advantage of a range of market opportunities to acquire a diverse pOFl'fO[IO of attractive properties, while lowening our
overall portfoho risk and differentiating us from otherJ REITs. : |
< t
Leverage Relationship with the Kenedix Group ‘ ‘ I
. We believe that we have a strong relationship with the Kenedix Group, which has broad exﬁeni‘ee and experience in real property investment
and management in Japan. We inlend to continue to draw on the expertise and experience of the Kenedix Group and its employees to help us
locate and aoqnire attra'(:tive properties and increase their value through active property management.  We refer to our portfolio in our marketing

activities as “KENEDIX Sefection”, to emphasize the importance of the Kenedix Group in the selection and management of our properties.

_ t
Increase Revenues and the Value of Propemes that We Acquire through Act‘:ve Properly Managemenr

A key part of our strategy is to increase unitholder value through focused and proactive management of our properties.  We intend for the
Assel Management Company and 'Kenedix Advisors, working with on-site property managers, to dFveIop and implement stralegies to increase
property revenues and value.  Key components of our property management strategies include ﬂexible and focused leasing activiies that are
geared toward particular tenant needs and market trends, careful control of management and operatmg costs, and achieving efficiencies by
centralizing appropriate aspects of property management. t

Distributions i
in order to maintain our favorable tax treatment available to J-REITs under the Special Taxation Measures Law of Japan, we must distribute
in excess of 90% of our distributable income as defined in the Special Taxation Measures Law, which differs slightty from retained eamings under
Japanese GAAP. Qur articles of incorporation reguire that we make cash distributions in at Ieast this ‘amount. Our articles of incorporation
permit us to distribute cash to our unitholders in excess of retained eamings up to the maxlmum amount catculated in accordance with the
standards set by the Investment Trusts Association of Japan, which set forth that a closed-end J- REIT such as us, may distribute up to 80% of its
* depreciation expense in excess of net income as a retum of capital, in the event that its retained eamings are Jess than 50% of its distributable

income as defined in the Spemal Taxation Measures Law, if it determines that it is appropriate to do so
However, if such maximum amount is still below 90% of our distributable income as defi ned in the Special Taxation Measures Law, our

articles of incorporation further permit us to make distributions in the amount we determine to satisfy the requirements 1o maintain our favorable tax
treatment under the Special Taxation Measures Law. In any event, our articles of incorporation permit us to make distributions in at least the

amounts required in order to maintain our favorable tax treatment under the Special Taxation Measuﬁes Law.

However, any distribution in excess of retained eemings is likely fo create complex Japanese itax issues, especially for individual Japanese
resident unitholders.  Accordingly, we do not intend to distribute any such excess amounts in the absence of appropriate changes in Japanese
tax law that address these Japanese tax issues. ) i . '

Distribution Performance

Fiscal Period . First Fiscal Period . Second Fiscal Period

Ouration of Period . .. Mays 2005 to October 31, 2005 " November 1, 2005 to April 30; 2006
Unappropriated Retained Earnings ¥242,251,377 ) ¥1,102,013,492
Retained Eamings for the next fiscal period T ¥14.137 ‘ . . M0412
Cash Distributions . ¥242,237 240 ¥1,101,973,080
{Distribution per unit) ) _ . (¥3,052) (¥13,884)
Eamings Distributed - ¥242.237,240 ¥1,101,973,080 -
(Eamings Distributed per unit) ‘ - (w052 . L (¥13884) .
Payments for capital participations - -
(Payments for capital participations per unit) (=) (=)
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Movements in Investment Units Issued and.Outstanding = !

Movements in unitholders' capital and the number of investment units-issued and outstandmg during the first and second fiscal penods are

summarized in the following table. (Note 4) . ' T
Investment Units Issued and Unitholders’ Capital
Setttement Date Particulars I Outstanding (Units) (Milions of Yen} Remarks
_ ncrease  { golance Increase Balance _
{Decrease) (Decrease) .
May 6, 2005 Private placement C 400 400 200 200 (Note 1)
July 20, 2005 “Public offering - 75,000 " 75,400 41,868 42,058 (Note 2)
August 16, 2005 Third-party allocation 3970 79,370 2,216 44 235 {Note 3}
Notes: : ' , :
- 1. The Investment Corporation was established with an offer price of ¥500,000 per unit i
2. The Investment Corporafion undertook an additional issue of new investment units (public offering) with the aim of procunng funds for the acquisition of
investment properties.  The offer price was ¥580,000 per unit with an underwritten price of ¥558,250 per unit. : :
3. The Investment Corporation undertook an additional issue of new investment units by way of third-party allotment with the alm of procuring funds for the
acquisition of investment properties.  The issue price was ¥558,250 per unit,
4. From the end of the second fiscal period, the Investment Corporation issued additional new investment umts (oﬂer price; ¥593, 09': issue price; ¥572,519) as

a means to fund the acquisition of additional properties (payment date: May 1, 2006). Furthermore, the Investment Corpormon issued additional new
investment units by way of third-party allocation {issue price: ¥572,519) to assist in the acquisition of new investment propert:@s {payment date: May 26,
2006). Asa resul, unltholders capital as of May 26, 2006 stood at ¥88,729 millign wrth 157,000 investment units issued and ou‘standlng

Trends of Investment Unit Certificate Price on the Tokyp Stock Ex_channge

. High and low tradlng prices for the Investment Corporation's investment units during the ﬂrsl and second fiscal period as traded on the REIT

market of the Tokyo Stock Exchange were as follows:

i
1

Period

First Fiscal Period

Second Fiscal Period-
End of Fiscal Pericd October 31, 2005 - April 30,2006
High Price ¥618,000 ¥670,000
Low Price ¥573,000 ¥574,000
The Main Investors of the Investment Corporation f
The main investors of the Investment Corporation as of Aprit 30, 2006 are as follows.
: . Nurmber of
Name Address Investment Units Ratio (%)
owned
Goldman Sachs International 6-10-1, Roppongi, Minato-ku, Tokyo 8,550 . 10.78
Japan Trustee Services Bank, Ltd. - . :
(ln[:st accouni) 1-8-1t, Harumi, Chuo-ku, Tokyo 5,160 .50
Nikko Cititrust and Banking Co. e . ‘ i -
(investment trust aCoounl)g 2-3-14, Higashi-Shinagawa, Shinagawa-ku, Tokyo 4,9?0 6.26
’ '&?fsyaiséoezg{)m Bank of Japan, Ltd. 2-11-3, Hamamatsucho, Minato-ku, Toky'o ' '4,5:80 5.77
Kenedix, Inc. 2-2-9, Shinbashi, Minato-ku, Takyo 3970 5.00
_ Nanto Bank, !_1d. 16, Hashimotocho, Nara-shi, Nara ' 1',963 247
AlU Insurance Company ORD-4 Lending 2-3-14, Higashi-Shinagawa, Shinagawa-ku, Tokyo 1.5?5 . 1.98
Trust & Custody Services Bank, Ltd. . )
(securities investment trust account) 1-8-12, Harumi, Chuo-ku, Tokyo - 1,390 1.75
The Hiroshima Bank, Ltd. 1-3-8, Kamiyacho , Naka-ku, Hirashima 1,2?3 1.60
State Street Bank and Trust Company 6-7, Kabutocho, Nihonbashi Chuo-ku, Tokyo 1,1"%5 1.48
Total 34,615 4361

Note : Figures for.ratin of imsesiment units owned have been rounded off to the second decimal place.

KE..Luin-reany Investment Corporation
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Debt Financing

Debt financing on a financial institution basis as of April 30, 2006 are as follows.

Classification Balance at Batance at
Dral\;:tgw n ﬂé?ez?gugf mc’e;rg“o f Inptgrressl Reﬁggge nt P'zmﬁ Usage Remarks:
Lender _Period _Period {Note 1)
{Millions of Yer) | {Millions of Yen)
Aozor Bank, Ltd. ) 2,000 2,000 :
The Bank of Tkyo-Mitsubishi UFJ, Ltd. Auz%’osé 1, 1,000 1,000 0.397 J‘é‘&? '
Resona Bank, Ltd. 500 500 :
Mitsuhishi UF) Trust and Banking Corporation 500 500 ,
‘.f The Chuo Misul Trust and Barking Co., L. 3,000 3,000 ! nﬁ;&gﬂw o | s
'g Sumitoma Mitsui Banking Corporation September 24, 1,000 1,000 o7 | Sestember Unguranteed
= | Aozora Bank, Ltd. 2005 1,000 1,000 2008
& | Resona Bank, Ltd. 1,000 1,000
Misubishi UF) Trstanc Banking Coeraton | M%T0¢! T - 1000 | o347 | Ocigperdt,
Suitomo Mitui Banking Corporation March 1, - so0 | 03t | Feemay2S,
Subtotal 10,000 11,500
Mitsubishi UF. Trust and Banking Corparation * 2,700 2700
The Norinchukin Bank 2,500 2,500 ;
The Chiba Bank, Ltd, 1,200 1,200 |
Sumilomo Misui Sanking Corporasion August 1, 1,000 1000 | 086875 Jg'go%‘
The Chug Mitsui Trust and Banking Co., Lid. 1,000 1,000
The Bank of Tokyo-Mitsubishi UF., Lid. g 800 800
Resona Bank, Lid. 300 300 :
Sumitomo Mitsui Banking Corporation 3750 3,750 I
The Chuo Mitui Trustand Banking Co. U3, | auqust, 3,750 370 | e July 31,
& | Misubishi UFJ Trust and Banking Corpocation | - 2005 1,500 1,500 ., 200 n':gmy N Unsseed
Z;- Resona Bank, Ltd. 500 500 (Note 2) | inuranteed
= | Sumitomo Mitsu Banking Corpoation November 1, — 1500 | 076875 | Ociober3t.
5 The Norinchukin Bank Nai{:; 1, . - 3,000 0&22331,
Resona Bank, Ltd. 2005 — 500 109 i 2008
Aozora Bank, Lid. December8, | - 1500 | s Deceraber 7,
Resona Bank, Ltd. 2005 - - 500 ¢ 2008
The Chiba Bank, Ld. _ _ 300 5
Aozara Bank, Ld. Mareh 1 = 500 | t.44g7s | Feban 28,
Mitsui Sumitoma Insurance Co., Ltd, - 700 o
TheBankof TokyoMisubistiUF L Lg. | March 16, - 2500 | 147625 | Maxch 16,
Subtotal 19,000 30,500
Total - 20,000 42,000 !
Notes

1. The average interest rate is the weighted-average inerest rate for the fiscal period. The Invesiment Corporation entered into interest-rate swap
transactions with the aim of minimizing the risk of future increase in interest rates.  The effect of interest-rate swap transactions has been incorporated into
calculations for the weighied-average interest rate. .

2. Funds procured through debt financing were used to acquire rust beneficiary interests in real estate.

Investment Corporate Bonds

The Investment Corporation had not issued investment corporate bonds as of April 30, 2006.
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Portfolios Qutline ' l ,

Composition of Portfolio Assets :
' I
First Fiscal Pericd Second Fiscal Period

Type of Type Area (As of October 31, 2005) : (A:; of Aprit 30, 2006)
Specified Asset , _ Total Amount Held Rato | TotalAmountHeld |  Ratio
{Millions of Yen) (%) {Mifiions of Yen) {%)
Real Estate Om Bmldmgs Tokyo Meiropolitan Area . - . 2338 25
Retail Properties - |  Tokyo Metropolitan Area - A - 55 . DA
Total for Real Estate - - 2,393 26
Offce Bui dings Tokyo Metropolitan Area 31,237 404 351,679 A
Other Regional Areas 7.207 93 '7.126 1.7
Total for Office Buildings 38,444 - 497 46,806 ' 50.8
Tt Beneiciary Residential Tokyo Metropofitan Area 18,832 244 18,707 | 203
Interestin Real Estate Properties Other Regional Azeas 899 12 2,826 | 34
Total for Residential Properties 19,732 25.5 21,534 23.4
Relail Properties | Tokyo Metropofitan Area 12,734 16.5 12,700 138
Total for Retail Properties 12,734 . 16.5 . 12,700 - 13.8
Total of Trust Beneficlary Interests in Real Estate 70,911 9.7 81,040 88.0
Bank Deposits and Other Assets 6,413 . 8.} 8,618 9.4
Total Assets 77,325 100.0 92,053 100.0
Note: “Total Amount Held" is the amount allocated in the balance sheets at the end of the period (figures are on a net book value hasis aﬂer deductmg
depreciation). : !

Purchase and Sales during the Second Fiscal Period

Purchase . Sales
Type Area No. Property Name Date of Acquisition Date of Sales Book ' | Capital Gain
Acquisition Price . Sales Price Value {Loss)
(Millions of Yen} (Millions of Yen) | (Millons of Yen) { (Millions of Yen)
Belles Modes November 1, '
o A3 Buiding 2006 5,950
Q OKYQ -
2 | Mevopoitan | A-ta | KOXFunabashi March 1, 2252 . -
i Area Building 2006 |
1= [
& KDX Hamacho March 16, . i .
2 A5 | Building 2006 2,300 : : . -
] .
Total of Office Buildings 10,502 - ' -, -
Other Regional L December 8 ‘
A R ' _ . _
é‘-‘ g Areas B-18 | Venus Hibargaoka 2005 1,800 \
Qg [
=1
88 Total of Residential Properties 1,800
Total ' 12,302 . - ; .
Note : Acquisition prices are the sales amounts recorded in trust beneficiary interest agreements exclusive of assoc:ated costs such as brokerage fees and
taxes. . !
!
i
]
i
; '
i
[
t
1
i
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Capital Expenditure

Planned capital expenditures

Major capital expenditure ptans for renovation of properties in which the Investment Corporation holds a trust beneficiary interest for the third
fiscal period (May 1, 2006 to October 31, 2006) are as follows. Planned capital expenditure inclutj:lés portions classified into expenses for

accounting purposes.

Property Name
{Location)

Purpose

Pla:nned Amount of Capital Expenditure

{Millions of Yen)

Paid in the
Fiscal Period
Under Review

Total Amount
Previously
Paid

KDX Hamacho Building
{Chuo-ku, Tokyo)

Conversion of leasable ares,
renewal work for interior facilities of
co-owned areas. other

Chigasaki Socie Ni-bankan
(Chigasaki, Kanagawa)

Large-scale renovation, other

Venus Hibarigaoka
{Sapporo, Hokkaido)

Renwal work for interphone system, |

building exterior works, other

Dai-ichi Kayabacho Building
{Chuo-ku, Tokyo)

Upgrade of extemnal fagade and air
conditioning system, other -

KDX Shin-Yokohama Building
(Yokohama, Kanagawa)

Reparis and maintenance of exterior
fagade, other

Capital Expendiiures During the Second Fiscal Peribd

The Investment Corporation undertook the following major capital expenditures as follows.

Schedule ‘
Totat’

May 2006 to 7

Qclober 2006 .

|

As above 5t|1

As above 4?

As above 4t|l

) i

As above 4E3

\

{

I

In the second fiscal period, the Investment

Corporation completed work across its entire portfolio-totaling ¥565 million.  This total comprised of ¥510 million in capital expenditures and ¥55

million for repairs, maintenance and renovation expenses.

t

!

Amount of Capitat Expenditures

Property Name
pe y. Purpose Schedule | o
(Location) _ (Millions of Yen)
Nihonbashi 313 Building Installation of individual air November 2005 td 271
{Chuo-ku; Tokyo) conditioning system, other April 2006 |
Yoyogi M Building Screen installation, renovation of November 2005 tq' 83
{Shibuya-ku, Tokyo) entrance area, other April 2006 |
Hakata-Ekimae Dai-2 Building Toilet repairs and improvement work, November 2005 to %
{Fukuoka, Fukuoka) renovation of entrance area, other April 2006 |
Others ! 17
Portfclio Total 510

Long-Term Repairs, Maintenance, and Renovation Plans
The Investment Corporation formulates long-term repairs, maintenance, and renovation plans on an individual investment property basis and

allocates a portion-of its cash flows generated during the period to a reserve for repairs, maintenance, and renovation to meet large-scale .

renovation over the medium to long terms.  The following amount has been transferred to the reserve from period cash flows.

{ Millions of Yen)

Reserve bring to the next period

Fiscal period First Fiscal Period | Second Fiscal Period
Reserve for the end of the previous period - ’ 92
Reserve for the fiscal period under review 92 130
Reversal of reserve for the fiscal period under review - 57
92 165
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Expenses and Liabilities

Details for Expenses

{ Thousands of Yen) -
liem First Fiscal Period Second Fiscal Period
{a)  Asset management fees 56,239 150,114
{b}  Custodian fees 1,272 10,233
{c) Administrative service fees 11,109 27,544
{d) Directors’ salaries 5352 5,400
(e) Audit fees — 4,000
{fy  Other operafing expenses 13,315 64,963
Total 87,291 262,254

Note :

In addition 1o the asset management fees indicated in the above table, a total of ¥179,030 thousand for the first fiscal pariod and ¥46,636 thousand for

the second fiscal period, representing property acquisition management fees, was included in the book values of individual rea] estate assets.

Details of Related-Party Transactions

{1) Details

(Millions of Yen)

Purchase and Sale Amounts

Amount of Purchase Amount of Sale
12,302 L=
Total Amount of Purchase from Relaled-Parties Amaunt of ale to Related-Parties
5,950 ' ~
Details of related-party transactions )
YK. KDX1 5,950 -
(2) Fees
(Thousands of Yen)
Total fees 129,159

l Fees Concerning Related-party Transaction

129,159 (100.0%)

[ Kenedix Advisors Co., Ltd.]

Details of fees and other payments to related parties:

Leasing management fees
Management transfer fees
Construction supervision fees

104,453 (80.9%)
8400  {6.5%)
16,305 (12.6%)

Subtotal

128,159 (100.0%)

Total

129,159 (100.0%)

Note: Related parties are defined under Implementation Ordinance No. 20 of the Investment Trust Law and include companies with whom the Investment
Corporation has concluded asset management agreements. Related-party transaction details and commissions paid to Kenedix Advisors and Y.K,
KDX1 during the second fiscal period are listed in the above table. : ’
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Trends in Investment Unit Prices .
The Investment Corporation's investment unit certificates were first listed on the Tokyo Stock Exchange on July 21, 2005. Trends in
investment unit price and trading turnover from the date of public listing to the close of its second fiscal period, April 30, 2006, are
provided in the following table. )

Aggregate Market Value as of April 28, 2006: ¥48,574 million
Vol Highest Trading Price: ¥670,000 (February 9, 2006)
olume Low Trading Price: ¥573,000 {October 19, 2005) ,

Volume {Unit) KRI Closing Price (Yen)
11,000 .

3,000 |
2,500
2,000
1,500
1.000 |

500 | |

KRI Closing Price

‘ 560,000

i it vt ] ...||||ll J 2o

0 et i
2005/7, 1‘21 2005!8}31 2005/9/30 20051‘ 1 01’31 20051‘ 11430 2005/12/31 2006.' 1."31 2006/2/28 2006/3/31 2006/4/28

1
Notes: 1. Investment unit prices are shown basec upon closing prices. !
2. References to "KRI" are to Kenedix Realty Investment Cerporation. '

Details of the Unitholders ’

Financial Institutions
{incl. Securities companies)

38, 862 umts (48 95%)

Individuals and
Others

17,989 units (22.66%)

Other Domestic
Corpaoration
9 837 unlls (12 39%)

Foreign Corporation and
Individuals

End of 1st fiscal period
(79 370 unns)

Financial Institutions
{incl. Securities companies)

37 279 unlts (46 96%)

Foreign Corporation and — Individuals and
Individuals Others

22,990 unils (26.96%) 12,345 units (15.55%)

Other Domestic
Carporal/ion
6,756 units (8.51%)

End of 2nd fiscal period
(79 370 un|ts)

Note: Comparative ratios are rounded off to the second decimal place.

Information Provided on the Investment Corporation’s Web site

The investment Corporation will make every effort to disclose relevant and accurate information: on its Web site in a timely fashion.

1

URL http://www.kdx-reit.com/eng/

This semiannua! report includes translation of certain documents originally filed and made available in Japan in accordance with the Securities and Exchange Law of
Japan. This English languaga semiannual report was prepared solely for the convenience of readers outside Japan and is not intended to constilute a document for an
offer to seVl, or seeking an offer to buy, any securities of Kenedix Realty Investment Corporation.

Engtish tenms for Japanase lagal, accounting, tax, and business concepts used herein may not to be precisely identical to the concept of the equivalent Japanese
terms. With respect to any and all terms herein, including without limitation, financial stalements, it there exist any discrepancies in the meaning or interpretation thereof
between the original Japanese documents and English translation contained herein, the eriginal Japanese documents will always govern the meaning and
interpretation.

Mane of Kenedix Realty Investment Corporation, Kenedix REIT Management, Inc. or any of their respective directors, officers, employees, partners, unitholders,
agents, affiliates or their advisors will be responsible or Hable for the completeness, appropriatenass, or accuracy of English translations or the selection of the
portion(s) of any documant(s) translated into English.

The tinancial statements of Kenedix Realty Investment Corporation have been prepared in accordance with genarally accepled accounting principles in Japan
“Japanesa GAAP", which may materially differ in certain respects from generally accepted accounting principles in other jurisdictions.

This semiannual report contains forward-looking statements. These statements appear in a number of places in this semiannual report and include statements
regarding the intant, belief, or current and future expectations of Kenedix Realty Investment Corporation or Kenedix REIT Management, inc. with respect to ils
business, tinancial condition and results of operations. In some cases, you can idenlify forward-looking statements by terms such as “may,” “will,” “should,” “would,”
“expect,” “plan,” "anficipate,” *believe,” “estimate,” “predict,” “potential,” or the negative of these terms or other similar terminology. These statements are not guarantees
of futyre performance and are subject 1o various risks and uncertaintias. Actual results, performance or achievernents; or those of the industries in which we operate,
may ditfer materially from any future results, parformance or achievements expressad or implied by these forwardlgoking statements. [n addition, these forward-locking
statemaents are necessarily dependent upon assumptions, estimates and data that may be incerrect or imprecise and involve known and unknown risks and
uncerainties. Accordingly, readers of this decument should net interpret the forward-looking statements included herein as predictions or representations of future
avenis or circumstances.

Potential risks and uncertainties also include those identified and discussed in this document. Given these risks and uncertainties, readers of this document are
cautioned not to place undue reliance on forward-looking statements, which speak only as of the date of information produced herein. We disclaim any obligation 1o
update or, axcept in the limited ctrcumstances required by Tokyo Stock Exchange, announce publicly any ravisions to any of the forward-looking statements contained

in this documents.

— 1 -




eSTINVE

KENEDIX

Realty Investment Corporation

50

KenedixRealtylinve

(AsToffuneli2%2006)]

[CorporatelOfiice)
DaiichizTekko Bldg 8k

May]682005)

Capital i
¥BBY729'6527470

) 57:000]units}

(4]
N
co
Co
]
o,
N
=)
s s e = = = ooy

m"]@m@ﬁm@mﬁ

Codes]

8972 !

gTransterfAgent

3

i he, Chuo MitsuiTrustiaBankingCoM L td Y

13:33 1[ShibaMinatozkuNTokyo)

[Ernsti&}young[ShinNihon]
HibiyalKokusaiBldg?

23X Uchisaiwai,chol2;chomeXChi
T okyol1 0000118 Japan

Investor/Relations§
|nformah0n pleasele

e nen ine

mﬁﬂiﬁﬁ@ Dlwsron &l

on

er

’
mmmm i
ety

al

act

057857 2W apan)

'oufAssetiManagement]

-
b



